








December, 1941 


+ 


‘The 
Controller. 


PUBLISHED BY 


CONTROLLERS INSTITUTE OF 
AMERICA 














IN THIS ISSUE 


Some Financial and Cost Problems 


Confronting Management 
By G. M. PELTON 


Inflation As It Affects Business and The Controller 


By E. H. TUCKER 


The Controller's Task 


By Henry C. PERRY 


Where Is the Line Drawn Between Duties of 


Treasurer and Controller ? 


By COMMITTEE ON TECHNICAL INFORMATION AND RESEARCH 


Also in this issue: ‘Retail Controllers Cautious in. Spring Budgeting” ; “Morgenthau Urges Billion 
Dollar Cut of Nondefense Expenditures”; “Research Begun on Retail Price Indexes; May Make 
‘Last in, First out’ Method Useful to Retailers’; "Certificate of Non-Reimbursement Procedure, Tax 
Amortization Law, Simplified by New Bill” ; “Must U.S. Courts Support Hitler's Robber Currency?” ; 
Pictures of Tenth Anniversary Meeting; Index for 1941. 














¥ 


REMI “i? 











Volume 1X 


Price, 50 Cents 























Why is there more than one make 
of typewriter? 


BRIGHT YOUNG typing student once asked 
if it wouldn’t be better for all concerned if 
there were only one make of typewriter. 

His theory was that the best, the most efficient 
typewriter be selected (he mentioned the Royal)— 
and that all typewriter plants produce that machine 
only. That way, he figured, all machines would be 
the best obtainable, and typists could switch more 
easily from one to another. 

Da Dig He 
We replied that we thought that would be the worst 
thing that could happen. We pointed out that 
American typewriters are the best in the world 
largely because of the stiff competition one gives 
another . . . which keeps Royal, for instance, on 
its toes, constantly, improving our machines, eager 
for new ideas and ways of bettering our product. 

We thanked him for the compliment, however, 


and pointed out that the Royal is already favored 
over all other makes in more than 20,000 American 
schools where typing is taught. 

And we thanked him for the opportunity his in- 
teresting theory afforded us of delivering this little 
essay on the advantages of the American system of 
free enterprise, as illustrated by our industry. 


‘TYPEWRITER 


Copyright 1941, Royal Typewriter Company, Inc. 


ROYAL TYPEWRITER CO., INC. 
2 PARK AVENUE, NEW YORK, N. Y. 

















Check your own routines. You'll see that 

they are largely a hand-made, repetitive 

job. And today that job is complicated 
and slowed up by two conditions—trained help 
becomes scarcer, and the need for quick, accurate 
figures is even more pressing. 

What’s the answer? Thousands say, ““DITTO’S 
MISTAKE-PROOF, INSTANT-ACTION 
METHODS!” 

With Ditto in charge of your accounting, pay- 
roll, production, billing, shipping, purchasing 
and inventory routines, NOTHING EVER IS 
RE-WRITTEN. You write it—ONCE—and that’s 
the end of it. 

Human and machine errors are impossible. 
The wanted data is complete. The routines go 
through, as a rule, inha/f the time...and that’s the 
answer to today’s needs!...Get the answer! Mail 
thecoupon now—while you're thinking about it. 


Send coupon for fascinating 
booklets, ‘The New Trend 
in Accounting,” and “‘Cop- 
ies, Their Place in Business” 
—a profitable move for any 
executive! 


DITTO 


( 
( 
( 
( 


DITTO, Inc. 
662 S. Oakley Blvd., Chicago 


Gentlemen: Without obligation please send me: 


) Data on Ditto Payroll Methods 

) “Facts on Ditto Parts Order System” 

) “A New Trend in Accounting—Order-Billing” 
) Arrange a Ditto demonstration for me 












O HELP you in making suggestions, 
| ee asked by employees or by per- 
sonal acquaintances to suggest a plan of 
accounting training, your attention is 
called to the educational organization of 
the International Accountants Society, Inc. 

The five men composing the Executive 
Educational Committee are responsible 
for I.A.S. educational activities and pol- 
icies. 

The sixteen Certified Public Account- 
ants composing the I.A.S. Faculty are 
actively engaged in preparing text ma- 
terial, giving consultation service, or 
grading students’ papers. Some give their 
time and attention exclusively to IAS. 
work. Others who are in actual practice 
of public accounting or corporation ac- 
counting devote only part time to the 
work. Each subscriber secures the advan- 
tage of having his examinations handled 
by instructors from both groups. 

The forty members of the Advisory 
Board are outstanding Certified Public Ac- 
countants, business executives, attorneys, 
and educators, who counsel with the 
I.A.S. management, upon request, with 
respect to technical accounting, educa- 
tional, and business matters. 


When you are wialt fo dia: 1 an 
ACCOUNTING COURSE 
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Educational Organization 
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JOHN T. MADDEN 
C.P.A., B.C.S., A.M., Sc.D. 


President, International Accountants 
Society, Inc. ; Dean, School of Com- 
merce, Accounts and Finance, New 
York University; Former President, 
American Association of University 
Instructors in Accounting; Former 
President, American Association of 
Collegiate Schools of Business. 


DEXTER S. KIMBALL 
M.E., LL.D., D.Sc. 


Chairman, Board of Directors, Inter- 
national Accountants Society, Inc. ; 
Dean Emeritus, —. of Engineering, 
Cornell University; Former President, 
American Society of Mechanical En- 

ineers; author of ‘Cost Finding,” 

Industrial Economics,’’and other 
textbooks. 


LEE GALLOWAY 


B.Sc., Ph.D. 


Vice ,Chairman, Board of Directors, 
International Accountants Society, Inc. ; 
Former Chairman, Board of Directors, 
The Ronald Press Company; Former 
Director, Department of Management, 
New York U niversity ; author of “Office 
Management” and other textbooks. 


GEORGE P. ELLIS 
C.P.A. 


Practicing Certified Public Accountant ; 
Member of Faculty, International Ac- 
countants Society, Inc.; Former Pres- 
ident, Illinois Chamber of Commerce ; 
Former President, American Society of 
Certified Public Accountants; Former 
President, Executives Club of Chicago. 


STEPHEN GILMAN 


5C., C.P.A. 


Vice President and Educational Direc- 
tor, International Accountants Society; 
Inc.; author of ‘Accounting Concepts 
of Profit,” ‘Analyzing Financial State- 
ments,” “Principles of Accounting,” 
and numerous technical articles on ac- 
counting and allied subjects. 
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The uniformly high caliber of the men who compose the I.A.S. Staff is in itself eloquent testi- 
mony as to I.A.S. training. The cooperation of Staff members in various advisory and consult- 
ing capacities provides the practical, broad viewpoint which is so necessary in adult education. 


To provide additional information which may be of value to you when asked to recommend a training plan, we shall 
be glad to mail you, upon request, a copy of our 52-page booklet “ACCOUNTING —The Way to Business Success.” 
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Leditortal Comment 


It’s the War Program Now 


eee here on it is the “War Program.” The “De- 
fense Program” need no longer be used in refer- 
ring tothe nation’s military preparations and activities. 
There has not been much doubt in the minds of busi- 
ness executives during all these months of feverish 
building of factories, of manufacture of munitions, 
machines, supplies, and equipment, concerning the 
real objective. 

Now, however, there is an added incentive to pro- 
duce, tapidly and in an orderly fashion, the guns and 
supplies which the country needs in volume multi- 
plied many times. Perhaps some of the needless ob- 
stacles with which industry has been confronted now 
will be removed by the united desire of all to see the 
war through promptly, but this will not mean a les- 
sening of the strain on managements. Instead, the en- 
larged picture of increased production needs will 
place a greater burden than ever on the men whose 
brains, decisions and forcefulness will eventually 
carry the job through to a successful conclusion—the 
business executives. 

More demands than ever will be made on control- 
lers and on others on whom managements must de- 
pend for the information and facts on which deci- 
sions must be based, if the all-out program is to be 
met. That is the form which controllers’ efforts, and 
their contribution to successful prosecution of the 
war, must take. It is not spectacular, it draws no 
plaudits, citations and decorations in the form of rib- 
bons and medals from governmental or other sources, 
but when the emergency has been met these men will 
have the satisfaction of knowing that they made a 
real contribution in the form of faithful, intelligent 
service. 


Enlarging Jurisdiction of Securities and Exchange Com- 
mission 

spate executives and managements do not 
seem to be disturbed greatly over the proposed 

widening of the jurisdiction of the Securities and Ex- 
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change Commission by extending its powers to re- 
quire the filing annually of financial reports with the 
Commission by many companies which have not as 
yet come into contact with the Commission. 

It is proposed to accomplish this by requiring 
solicitation of proxies for annual and other meet- 
ings by companies engaged in interstate commerce, 
and having gross assets of at least $3,000,000, to- 
gether with 300 or more stockholders. 

The calls for proxies must include complete finan- 
cial reports and information, in a form prescribed 
by the Commission, under the proposed new plan. 
Hearings on the amending act are now being con- 
ducted by a Congressional committee. The proposal 
comes from the stock exchanges, which feel that un- 
listed companies enjoy a freedom from this sort of 
government regulation which tends to influence 
companies not to list their securities on national ex- 
changes, or even to remove them from exchanges. 

Controllers have begun writing to The Control- 
lers Institute of America about the proposed legis- 
lation, particularly about the “disclosure require- 
ments” of the proxy rules. 

One controller says: “Our own firm deals in prod- 
ucts which enter into interstate commerce, and has 
assets in excess of the three million dollar specifica- 
tion. On the other hand, the stock is very closely 
held among a relatively small number of people 
who are familiar with the details of this business, 
and we would hate to have to go through a lot of 
red tape which would accomplish no practical pur- 
pose.” 

This controller's letter, however, gives an idea as 
to how the managements of unlisted companies feel 
about the proposals. It is amazing that more opposi- 
tion to these proposals than has appeared so far has 
not made its appearance; not that companies are 
concerned so much about the disclosure feature of the 
plan, but they are completely fed up with the red 
tape and paper work and extra reports to which ref- 
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erence was made by the controller from whose letter 
the quotation above is given. 

The Controllers Institute of America voiced its 
opposition to this particular proposal last August, 
and is to renew it in the hearings in Washington. 
Its views were published in the September issue 
of this publication. Whether the businesses which 
would be affected by this proposed amendment will 
bestir themselves in time to make their views known 
to the Congressional committee, is a question. Per- 
haps Congress, now that the country is at war, will 
postpone action. 


Accounting for Tax Anticipation Notes 


Just how the item covering holdings of tax antici- 
pation notes should appear in the balance sheet 
is a question which has given rise to a lively discus- 
sion among controllers, in which public accountants 
are joining. 

In the November number of this magazine refer- 
ence was made to this problem, if it may be so desig- 
nated, and attention was called to the fact that one 
company—the Monsanto Chemical Company of St. 
Louis—had prepared a balance sheet showing a large 
sum which had been used to purchase these notes, as 
a deduction from the federal tax liability item, on the 
liability side of the balance sheet. Another large com- 
pany carried this item on the asset side. 

The Committee on Technical Information and Re- 
search, of The Controllers Institute of America, was 
studying the question, and it was hoped that a report 
from that committee could be available for presenta- 
tion in this issue of “The Controller.” The problem, 
however, has more angles than appeared on the sur- 





The Controller, December, 1941 493 


face, and the study by the committee is being pro- 
longed, so a report is not available at this time. 

Arguments are being advanced in favor of de- 
ducting the value of the notes from the item show- 
ing liability for federal taxes. One man writes: 


“This is a subject in which I am interested, since my company pro- 
poses to buy some of these notes. Apart from patriotic considera- 
tions, I see no good reason why a company would buy them except 
for the one purpose of improving its current ratio. The interest 
income is insignificant and a balance sheet certainly looks better 
with a substantial cash balance than with a reduced cash balance 
plus a current asset other than cash.” This gentlemen “votes em- 
phatically for not only permitting but requiring the deduction of 
the notes from the liability.” 


Another controller quotes a business man to 
whom the question was put, saying: 


“In buying the notes, the corporation was acquiring a definite 
off-set to the liability, and if it failed to reflect the notes as an off- 
set, it would be misstating its current position. Bankers are all too 
prone to take the total of the current assets and liabilities for arriv- 
ing at ratios, which obliges the would-be borrower to do a good deal 
of pencil and paper work to demonstrate the real ratio to the banker 
where large tax liabilities and bank or note investments exist. The 
opinion that this item should be shown as an asset is good theoretical 
accounting but utterly lacking in that understanding necessary for 
good business presentation of financial facts.” 


Public accountants, it is understood, have not 
taken a definite stand for one or the other procedure, 
but will be content with either. They may come to an 
agreement among themselves later as to which han- 
dling they regard as preferable. 

A managing partner of one nationally known firm 
of accountants stated that he believed that showing 
this item as a deduction from the item of federal tax 
liability would be a perfectly sound presentation, and 
acceptable, but that he would not take exception to 
showing the item as an asset if the controller pre- 
ferred it that way. 
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Some Financial and Cost Problems 
Confronting Management 


According to a special report of the 
National Industrial Conference Board 
issued in January, 1939, the annual 
income received by individuals in the 
United States increased during the 
130-year period from less than one bil- 
lion dollars in 1799 to a peak of al- 
most eighty billion dollars in 1929. 
The 1940 income was seventy-two bil- 
lion dollars. 

After adjustments for changes in 
price levels, this means the national 
income has increased about seventy 
times during the past 140 years; that 
the per capita real income, or income 
in terms of goods and services pur- 
chasable with the dollars received, has 
increased about three-fold; and, as a 
result, this country has the highest 
standard of living of any place in the 
world. Of course, the actual increase 
is overstated somewhat due to the fact 
that in the early days a greater portion 
of the services were performed, and 
goods were manufactured within the 
home. But, in general, it shows there 
has been a remarkable increase under 
the private enterprise system. This is 
particularly commendable in view of 
the fact that the weekly average full 
time employment in manufacturing 
has decreased from about 60 hours in 
1900 to about 40 hours today. 

The Conference Board report fur- 
ther shows that whereas in the early 
part of this 140-year period agricul- 
ture accounted for about 40 per cent., 
and transportation and communica- 
tion for about 25 per cent. of the total 
private production income, or more 
than two-thirds of the total, that to- 
day manufacturing is the outstanding 
major source of income, accounting 
for nearly a third of the total, whereas 
agriculture, transportation and com- 
munication have declined to a little 
over ten per cent. each. 

In 1799 the population looked to 
government for only one per cent. of 
its personal income, as compared with 
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8.6 per cent. in 1929 and an unprece- 
dented peak of 20 per cent. in 1936. 
During the early part of the period 
pensions, relief payments, government 
subsidies, and the like, amounted to 
less than one-half of one per cent. of 
the total income, as compared with 
about ten per cent. today. 

With the tremendous increase in 
importance of manufacturing and cor- 
porate enterprise, salaries, wages, and 
dividends have increased in relative 
importance, as is best shown by the 
fact that during the 38-year period 
ending in 1937 salaries and wages in- 
creased from 58 per cent. to 68 per 
cent. of the total income. 

Naturally these, and many other, 
basic shifts in the sources and uses 
made of our national income have far- 
reaching effects. 

Now, as a result of these, and also 
of other changing conditions in re- 
cent years, many new financial and 
cost problems have developed, which 
make it increasingly difficult to man- 
age industrial and business affairs. 


It is the purpose of this talk to out- 
line some of these problems, and to 
offer a few comments for your consid- 
eration. 


Net INCOMES SHRINK 


In a recent survey made by the 
Standard Statistics Company, Inc., cov- 
ering the income accounts of leading 
industrial, utility and railroad corpora- 
tions in the United States for the 
thirteen-year period from 1927 to 
1939, inclusive, it was found that the 
composite net income of four hundred 
industrials for 1939 was 75.5 per cent. 
of the average 1928-30 income; for 
twenty-one utilities, 81.1 per cent.; 
and, for forty-two railroads, 68.9 per 
cent. The study further showed the net 
income available for common stock- 
holders in 1939 was materially smaller 
than the 1928-30 average, and in the 
case of railroads was only 3.7 per cent. 
of the 1928-1930 average. 

Although certain groups showed im- 
provement, a review of the individual 
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THE PEACETIME TREND OF CORPORATE PROFITS 
IS DOWNWARD 


Federal taxes, State taxes, and deductions by government for | 
social insurance programs are whittling the average corpora- 
tion’s net income to the minimum, under peacetime conditions, 
so that only those corporations which are “cost and profit’ 
minded will survive periods of rising and falling prices, says Mr. 
G. M. Pelton in this address, delivered before the Indianapolis 
Control of the Controllers Institute of America on October 10. 

The Control meeting was held in Kokomo, Indiana, under the 
direction of Mr. F. J. Schlatter, Controller of Kingston Products 
Corporation, and Mr. S. C. Land, Controller of Continental Steel 


Mr. Pelton is financial analyst with the Comptroller’s Office 
of Swift & Company, Chicago. Prior to his employment there in 
1920, he was assistant professor of accounting at Northwestern 
University and with Arthur Anderson & Company, Certified Pub- 
lic Accountants. He is chairman of the committee on accounting 
of the American Meat Institute and past president of the Illinois 
Manufacturers’ Costs Association. 


—THE EDITOR 
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industries indicated that in many cases 
the ratio of 1939 to 1928-1930 aver- 
age income had dropped to a startling 
degree, as summarized below: 


% 1939 to 
1928-1930 
Income 

PACCUHBS cise cic csaicrate wae 28.7 
Asphalt and Gement......5.55.0... «+ 56.1 
Baking Products and Flour..... 52.2 
OI  biats cilia idee bara ceca ames 11.4 
Department and Apparel Stores.. 67.5 
WN Ses scare oa oere existe aes 62.2 
Sieeliana On. ..c2 seco renee 44.9 
Meat BachiOg.:. .ossisad« sereldosns 66.8 
EEO RONG aos cers a) Sekai x, vans os Secsverste 12.9 
EES eras aielavein tere atest ne rem 52.9 


This might not be such a serious 
question if it were not for the fact 
that the average earnings in many of 
these industries are abnormally small, 
and any further major reduction may 
prove to be disastrous to private enter- 
prise. 

On the other hand, some industries 
with normally wider margins of profit, 
and larger percentage values added by 
manufacturing, are in a vulnerable 
position, and may be seriously affected 
by any factors which produce consider- 
ably higher costs and expenses. This 
is particularly true in such industries, 


” In Which And the % 
the % of Labor 
of Value Added to 
Added by Value of 
Manufacture Product 


Industry Is Is 
Cotton Goods 39.2 24.0 
Foundry and Machine 

Shop Products 63.9 27.6 
Leather 35.8 18.1 
Lumber and Timber 

Products 62.3 33.2 
Printing and Publish- 

ing (Book and Job) 66.5 24.1 


Further evidence of the average 
small earnings of some of the indus- 
tries mentioned above, and also others, 
which are feeling the effect of in- 
creased costs and expenses, and nar- 
rowing margins of profit, appears in 
the April, 1939, bulletin of the Na- 
tional City Bank of New York, cover- 
ing a study made of 2,435 leading 
manufacturing, trading, and service 
corporations in over sixty different 
lines of business in this country for the 
years 1937 and 1938. It shows the 
average net profit on net worth for all 
of these companies in 1938 was only 
3.8 per cent., or about one-half the 
average earnings of 7.2 per cent. in 
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1937. The 1940 average was 7.4 
per cent., but it was affected by war- 
time profits. But, the most startling 
thing shown by the report was that 
the 1938 earnings of many groups of 
companies were considerably below the 
average, as summarized below: 


In Which the 
Avg. % Earned 


No. on Net Worth 
Cos. Industries in 1938 War 
27 Clothing and Apparel 2.6 


8 Leather and Tanning 
36 Wood Products 

65 Paper Products 

8 Fertilizer 

13 Paint and Varnish 
41 Building Equipment 
28 Railway 


SY YY 
> PB DP. © \O 
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52 Motor Vehicle Parts 1 
25 Coal Mining — 
141 Class I Railroads — 
28 Traction and Bus — 

9 Shipping — 
36 Misc. Transportation 1.8 
31 Department Stores 52 
42 Wholesale and Misc. 2.8 
21 Restaurant and Hotel —= 
79 Investment Companies 3.2 


39 Real Estate Companies 


The April, 1938, bulletin contains 
a condensed summary of the earnings 
of all corporations in the United 
States, compiled from the reports on 
Annual Statistics of Income, U. S. 
Treasury Department, for the ten-year 
period, 1926 to 1935, inclusive. It 
not only shows that the average per- 
centage earnings on net worth dropped 
during that ten-year period from about 
6.0 per cent. in 1926 to slightly over 
1.0 per cent. in 1935, but it also shows 
that the average earnings for the en- 
tire ten-year period were only 1.5 per 
cent. on net worth for all corpora- 
tions, as shown below: 


% Net Profits 
to Net Worth 


Year of All Corps. 
SOO ia oe sce ewan cameras 5.94 
NM ie eo tiicwct ewe exe karen 4.93 
NI oes: k a ke eardie wit Orn aigie eet 5.76 
BRN or aieieha na eames hack eaaiee 5.65 
BURGE ch cioniccwiacdeenmpaye was 0.86 
BIRR bares) kc cicaie ae aa eon —1.95 
Dat ory os cas ot aca ees —3.75 
Des se alvcuctere hades wae: —1.78 
WN oo cot ascudeceenine. Bk 
ROO ais cod aiid meee Kees 1.18 
PNCCIBE Eicon coke caste sed 1.50 


Although the earnings for 1936 
and 1937 averaged slightly over 5.0 
per cent., the foregoing data shows 
there was a radical decline during the 
peacetime period referred to above. 
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In this connection it should also be 
stated that a more detailed analysis of 
the latest U. S. Treasury Department's 
report on Statistics of Income of all 
corporations for 1939 shows that out 
of a total of 515,960 corporate re- 
turns, only 199,479, or 39 per cent. 
showed net income, whereas 270,138, 
or about 52 per cent., reported losses, 
and 46,343, or 9 per cent. represented 
inactive corporations. In other words, 
about 57 per cent., or nearly three- 
fifths, of all active corporations suf- 
fered losses. 


PEACETIME PROFITS TREND Is 
DOWNWARD 


While it is easy to become discour- 
aged over these peacetime earnings 
trends, it should be realized that they 
represent the earnings for all indus- 
tries, and that many have not fared 
quite so badly during this period of 
time. But, it may be plainly seen that 
the long range peacetime trend is defi- 
nitely downward. 

In addition to the factors which have 
heretofore affected costs, expenses and 
results, there are now many additional 
factors, which represent a serious bur- 
den to all business concerns. As you 
know, taxation under the Social Se- 
curity Act has greatly increased costs 
in all industries. The old age pension 
provisions of the Act call for the col- 
lection of a tax equalling one per cent. 
on payrolls from 1937 through 1942, 
and the subsequent increase in the rate 
to three per cent. by 1949, and there- 
after. In addition, the tax for unem- 
ployment insurance starts with a gross 
rate equal to one per cent. on payrolls 
in 1936, to be increased to three per 
cent. by 1938, and maintained at that 
rate thereafter. In other words, this 
combined additional tax burden for 
old age pensions and unemployment 
insurance ranges from about one per 
cent. of payrolls in 1936 to six per 
cent. in 1949 and thereafter. 

In addition, employees pay a fed- 
eral pensions tax ranging from one per 
cent. to three per cent., and in some 
states they also contribute from one- 
half of one per cent. to one and one- 
half per cent. of their earnings for un- 
employment insurance. As you know, 
under the Revenue Act of 1941, Fed- 
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eral Income Normal Taxes now absorb 
nearly twenty-four cents of every dol- 
lar of net earnings, and surtaxes absorb 
at least about six cents more, to say 
nothing of excess profits taxes, which, 
in many instances, take from about 
thirty-five to sixty cents on a graduated 
scale, depending upon earnings, and 
the like. 

Undoubtedly all of these taxes will 
be further increased in the near future. 
All of them are a serious burden, espe- 
cially on concerns in which labor cost 
represents a considerable portion of 
the value added in manufacturing, and 
distribution. They are particularly bur- 
densome to many concerns which main- 
tain pension systems. 


WaceEs Up, Workx-Hours Down 


The sharp uptrend which has been 
experienced in wage rates, and the 
shortening of working hours, has also 
greatly increased costs. In many in- 
stances the increases have been incurred 
without corresponding increases in sell- 
ing prices, and without the ability at 
least partially to offset such increases 
in costs with an increase in volume, 
particularly in concerns now subject to 
priorities. 

In at least twenty states anti-chain 
store taxes have been levied, and in 
June of 1936 the Robinson-Patman Act 
was passed to eliminate “unfair” quan- 
tity discounts, rebates, advertising al- 
lowances, and so on. These vitally af- 
fect many concerns, particularly those 
with large volume contracts. 

There have been many other in- 
creases in taxes, with more in prospect, 
all of which increase costs, and reduce 
earnings. In fact, an analysis of the 
1940 reports of several leading corpo- 
rations showed that their total reported 
Federal, state and local direct tax bill 
ranged from 26 to 90 per cent. of their 
earnings before taxes. 

Superimposed on these factors pro- 
ducing higher costs is the fact that 
most, if not all, corporations must pay 
higher prices for materials and sup- 
plies due to similar influences affecting 
the operations of suppliers. In addi- 
tion, occupancy expenses, rent, service 
charges, license fees, and so on, all 
show continued increases. 

Attention will now be given to some 
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financial problems confronting man- 
agement. 


FINANCIAL PROBLEMS 


In the first place, it is generally rec- 
ognized that the financial statement, or 
balance sheet, of any concern is a state- 
ment setting forth its financial position 
at some certain date. 

It shows on the one hand the sources 
from which the concern obtains its cap- 
ital, whether from: 


1. Proprietor’s, partners’ or stockholders’ 
investment, which is represented by the 
initial investment and the undivided prof- 
its, or surplus earnings left in the busi- 
ness. 

2. The investment of mortgage or bond- 
holders, or capital drawn from other 
long-term borrowings. 

3. Capital drawn from short term borrow- 
ings, such as current notes and bills pay- 
able, open trade accounts payable, sun- 
dry liabilities, and the like. 


And, it indicates on the other hand 
how the concern has invested this cap- 
ital, that is, how much is tied up in: 


1. Current assets, which are used in the 
daily transactions of the business, such 
as cash, accounts receivable, inventories, 
and so on. 

2. Investments in plant, machinery, equip- 
ment, and such, which represent the 
property with which the business is car- 
ried on, as distinguished from the cur- 
rent assets, which represent the capital 
turning over in the daily transactions of 
the business. 

3. Investments in, and advances to other 
companies, securities owned,—such as 
bonds, stocks, investments in sinking 
fund assets, and so on. 

4, The amount of capital tied up in intan- 
gible fixed investments, such as good- 
will, patents, trademarks, and so forth. 


Naturally, the financial statements of 
different concerns will agree along cer- 
tain general lines, but each individual 
statement should show the peculiar and 
particular facts concerning the business 
for which it is prepared. If a concern 
is in a sound position from a working 
capital and general financial stand- 
point, certain normal relationships 
should exist between its various classes 
of assest and liabilities. The profits 
left in the business within any period 
should at least be sufficient satisfac- 
torily to maintain and build up work- 


ing capital necessary to meet current 
and future normal requirements. 

Now, in recent years many new fac- 
tors have developed which more or less 
seriously disturb these normal relation- 
ships. In periods of falling prices, 
usually expenses are not reduced as 
rapidly as prices fall, generally due not 
only to the impossibility of this being 
accomplished, particularly in the case 
of fixed charges, but also to the fact 
that there is a sales urge not to reduce 
expenses more rapidly than competi- 
tion requires. 

Furthermore, in a period of low 
prices, there is nothing which will defi- 
nitely indicate whether or not such 
prices will continue for a longer period 
of time, or will go to higher or lower 
levels; neither is there any definite 
indication as to just when such change 
will take place, if it does. For that 
reason, in a period of lower price 
levels, the management is usually slow 
to make major reductions in expenses, 
unless there is reasonable indication 
that lower price levels will continue for 
a considerable period of time. 


RISING PRICES AND EXPENSES 


On the other hand, in periods of 
rising prices there is always the danger 
expenses will be unduly increased, turn- 
overs of accounts receivable and inven- 
tories will slow down, and excessive 
demands will be made for additional 
working capital. 

It is not recognized by many busi- 
ness executives that in a period of ris- 
ing prices the profit and loss account 
of any concern, which keeps its books 
in accordance with previously recog- 
nized and accepted rules of accounting, 
will give misleading results. In such 
periods, the account contains not only 
results actually earned from operations, 
but also ‘‘profits” due to the rise in the 
value of the products on hand, that is, 
so-called “inventory,” ‘‘paper,” or “un- 
earned profits.” Many businessmen are 
not aware of the danger that lurks in 
their profit and loss account in a period 
of rising prices. When they see large 
earnings, part of which represent un- 
earned or paper profits, they are often 
easily induced to pay out more money 
in dividends, to buy new plants, and 
equipment. to increase the stocks of 
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goods on hand, and to be unduly lib- 
eral in credit terms. In order to get 
this money, they must borrow it, be- 
cause these profits have not taken the 
form of cash. 


INVENTORY PROFITS 


In just this way, the spending of 
borrowed money helps to bring on a 
boom, which eventually culminates in 
a period of tight money, the calling 
of loans, forced sales of merchandise, 
and declining prices. Those who bor- 
rowed money in order to spend their 
inventory profits then find that their 
inventory profits have been wiped out 
by declining inventory prices, and all 
they have to show for their folly is a 
debt burden on which interest charges 
must be paid. American business and 
industry recently went through just 
such a period as this. 

The effect of taxing inventory prof- 
its is bad enough, but the result is 
possibly even worse when dividends 
are paid out of inventory profits, the 
payments of which are made out of 
borrowed money. 

Under the present tax policies, the 
retention of surplus earnings for fu- 
ture business needs is no longer pos- 
sible to the extent previously recog- 
nized. But, in spite of this fact, 
additional working capital is required 
to provide adequate stocks of both 
higher cost raw and finished product 
inventories, and to cover increasing 
payroll burdens. For this reason, the 
short term capital obtained from bank 
loans is not, as would normally be 
the case, productive of proportionately 
larger earnings. 

Not only do we see an increase in 
bank loans to meet expanding costs, 
but many companies have already 
found it necessary to obtain new long 
term capital. Under present security 
market conditions this financing is lim- 
ited largely to bonds or preferred 
stocks, made attractive to prospective 
purchasers through convertible privi- 
leges, which type of financing tends 
to dilute common stock equities and 
earnings. Although the expansion of 
bank credit has, so far, been fairly 
moderate in relation to the supply, the 
extent to which it reflects rising costs 
in business, and narrowing margins of 
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profit, should be carefully watched. If 
price levels eventually should double, 
or go to even greater heights, as well 
they may, it is evident that many con- 
cerns will find it necessary to attempt 
to make large additional borrowings. 


No DIVIDENDS ON BORROWED 
MONEY 


In any event, no concern should per- 
mit itself to be put into the position 
of paying dividends when such action 
necessitates making additional borrow- 
ings for such purpose, or to replenish 
and build up working capital. 


Wuat To Do 


Now in conclusion, it is certain that 
all of us can do much to assist in main- 
taining more nearly normal and sound 
conditions in our own organizations, 
if we will continue to recognize and 
practice sound business fundamentals. 
Some of the things we can do may be 
summarized as follows: 

ONE: Analyze and compare sales 
with the monies tied up in accounts 
and notes receivable, inventories, fixed 
properties, and total assets. The rela- 
tionship between sales and these four 
groups of assets, indicate, in a broad 
way, the efficiency with which these 
funds are being used from period to 
period, and the extent to which the 
company is handicapped in these re- 
spects, due to unsound practices, or 
inefficiency in buying, manufacturing 
and sales operations. Avoid selling 
products or services at a figure barely 
equal to, or below cost, for the pur- 
pose of expanding volume, and in the 
attempt to obtain a dominating and un- 
justified position in the territory cov- 
ered. An attempt should be made to 
do a more selective and profitable job 
of selling and distribution from terri- 
torial, product and price standpoints. 

TWO: Avoid unwise expansion of 
fixed properties. There is the danger 
in any business, particularly one that is 
complicated, that fixed facilities are 
provided, policies are outlined, meth- 
ods are agreed upon, and instructions 
are issued, all of which remain in 
force more or less as a permanent ex- 
pense, often many years without 
change, and which are not in harmony 
with changing conditions. If this is the 
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situation, then prompt action should 
be taken to make the necessary changes. 

THREE: Develop and follow a 
sound policy in the matter of extending 
credit. The longer an account stands 
on the books the greater is the chance 
for a loss, and in the meantime, the 
money tied up is costing interest, and 
is not producing a profit. 

FOUR: Avoid a burdensome and 
speculative inventory policy. Inven- 
tories should be properly priced and 
not contain unearned or fictitious paper 
profits. Real profits come only from 
economical and satisfactory manufac- 
turing and merchandising activities. 

FIVE: Develop and maintain a 
conservative policy covering the han- 
dling and disposition of fixed charges 
of all kinds, such as interest, deprecia- 
ation and obsolescence, insurance, taxes, 
and the like. Include these items in cost. 

SIX: Give more attention to the 
matter of becoming “cost and profit 
minded.” That is, include all items of 
expense in cost, and attempt to recover 
all costs, and a profit, through satis- 
factory merchandising operations. Fre- 
quently businessmen disregard certain 
items of overhead, disregard interest 
and depreciation, and often disregard 
profits to get volume. This is a prac- 
tice which is fundamentally unsound. 
All costs and expenses should be in- 
cluded, and an attempt should be made 
to recover them, and a profit. 

SEVEN: Attempt at all times to 
maintain efficiency in all operations 
and departments, and eliminate un- 
sound and uneconomic activities of the 
business. 

It would seem to be logical and rea- 
sonable to believe that the business and 
industrial organizations which will 
survive and will earn reasonable prof- 
its in the future are those which have 
the most satisfactory locations and 
plant layouts; those which have prop- 
erly balanced and sound financial struc- 
tures; those that are streamlined to 
most readily meet changing economic 
and competitive business conditions; 
and those which are managed by ofh- 
cials and executives of high moral and 
mental caliber. 

It is economically unsound for any 
industry to attempt to control produc- 

(Please turn to page 526) 








Must U.S. Courts Support Hitler's Robber Currency? 


(The following letter is reprinted from The New York Times of November 2, 1941) 


To THE EpIroR OF THE NEw YORK 
TIMES: 

The par value of a thousand francs 
is a little over sixty-six dollars. Today 
the French franc is not quoted, and a 
thousand-franc note will bring, at best, 
seven or eight dollars. The situation, 
so far as other European currencies are 
concerned, is even worse. 

The once large volume of financial 
and commercial transactions with Con- 
tinental Europe has become insignif- 
icant. The old debts, however, remain 
unpaid, and numerous creditors now 
must apprehend not only the ruin of 
their debtors, but, much more, the pro- 
gressive ruin of the European curren- 
cies themselves in which some of these 
debts are payable. 

Many creditors would have the op- 
portunity to attach their debtor’s assets 
in this country. But the courts of the 
countries with still stable currencies, 
and particularly the courts here in the 
United States, have generally held that 
the creditor must accept the conse- 
quences even of an unexpected and 
catastrophic currency destruction. Ac- 
tions instituted on bank accounts and 
life insurance policies payable in Rus- 
sian currency have been dismissed on 
the ground that the Russian revolution 
had destroyed the ruble contemplated 
by the contract. 


Court RULINGS 


The courts considered that currency 
breakdowns and their consequences 
due to the World War were something 
unique and strange. In a leading case 
of the New York Court of Appeals 
(Dougherty v. Equitable Life Assur- 
ance Society, 266 N.Y. 71) it was said, 
with reference to unrestrained infla- 
tion, that “for loss so sustained our 
law furnishes no remedy.” The judges 
did not look for analogies in cases aris- 
ing from the complete loss of value of 
the Confederate dollar; as a matter of 
fact, the United States Supreme Court 
has repeatedly held that the actual 
value of the Confederate dollar at the 
time and place of the contract should 
be taken into account. The court thus, 


in effect, on the basis of the general 
law of contracts and apart from any 
special regulations, granted the cred- 
itors revaluation of their claims (see, 
for example, Thorington v. Smith 8 
Wall. I). 

The revolutionary changes in Europe 
and the growing instability throughout 
the world may lead jurists, as well as 
military experts, to reconsider and per- 
haps to revise some of their traditional 
concepts. This has already occurred 
in countries closer to the cataclysm. 
Two lines of reasoning may be here 
pointed out. 


GERMAN REVALUATION 


The theory of revaluation which was 
developed by the German courts in 
the twenties in connection with the de- 
preciation of the mark and which, later 
on, despite opposition, was sanctioned 
in far-reaching legislation, is now gain- 
ing ground in other countries. The 
doctrine is based on legal principles 
common to all civilized nations, espe- 
cially on the principle that obligations 
should be interpreted and performed 
in accordance with the intention of the 
parties and the requirements of good 
faith. 

This doctrine does not concede that 
a debtor who has received thousands 
in good money may invariably avail 
himself of an opportunity to discharge 
his obligation by “paying” the specified 
amount in utterly depreciated paper 
notes. It establishes rules which, on 
the contrary, require him to pay an 
amount increased in conformity with 
actually existing circumstances. 

Such concepts now even spread 
where they had been disregarded pre- 
viously. Thus, in Russia, although the 
destruction of the old ruble in the 
course of the revolution had been de- 
liberately confiscatory, the courts are 
not more averse to the idea of revalu- 
ation. In France, where the writer up 
to 1940 had special opportunity of ob- 
servation as a counsel and expert wit- 
ness, there was a similar development 
in the attitude of the courts, although 
French courts had always been tre- 
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garded as rejecting the possibility of 
revaluation. In China the Supreme 
Court of Peiping (Ta Li Yuan), in 
several decisions, has even stressed 
upon the idea of revaluation. 


ADMINISTRATIVE RULE 


Another doctrine which is coming 
up nowadays departs from the rule that 
the enforcement of foreign private law 
by the courts of a country is limited by 
the public policy of that country. Des- 
ignation of foreign currency in a con- 
tract implies a reference not to a pri- 
vate law but to administrative laws 
defining what is meant by the franc, 
the mark or the ruble. The question is 
whether unacceptable implications of 
foreign laws may not be repudiated 
with even better reason when they 
arise from such administrative laws as 
these. 

It was the will of the State that 
formed the great currency evolutions of 
recent years. This was the case in rev- 
olutionary Russia as well as in the Ger- 
many of the great inflation. Nor are the 
fluctuations of the European currencies 
today the consequence of natural move- 
ments of merchandises and values. It 
is the will of the Third Reich now in 
power that maintains the exchange rate 
of the mark by most artificial means 
and set up arbitrarily to its own ad- 
vantage the relation between the dif- 
ferent currencies of the European 
States. 

If Nazi Germany and Vichy France 
have “agreed” on a rate of 1 to 20, a 
mark being declared to be the equiva- 
lent of twenty francs, or if the victor, 
tomorrow, elects to let the franc glide 
toward complete obliteration, that does 
not correspond to any economic con- 
ditions. 

There is, in reality, but the financial 
preparation for the New Order in Eu- 
rope which President Roosevelt has 
characterized as a combination of tyr- 
anny and selfish interests. 

German courts in civil litigation 
have refused for years to apply, to the 
disadvantage of German parties, cer- 
tain modifications made in the mone- 
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tary policies of the Saar territory or of 
the territories ceded to Poland after the 
World War. The modifications, the 
German courts said, were “illegal.” 

Are now American courts to give ju- 
dicial support to plans which Hitler 
is putting into execution in his con- 
tinental “‘living space” and which are 
in part aimed directly against the in- 
terests of the Western Hemisphere? 
And is it compatible with law and 
equity, because of this support, to im- 
pair and even to destroy vested rights 
of American citizens? That must be 
doubted. 

The problems involved are numer- 
ous and complicated. Money, in inter- 
national relations, can serve as a means 
of payment or simply as a measure of 
value or even as a kind of merchandise. 
Distinctions may properly be made as 
to how the risk of a monetary depreci- 
ation should be apportioned between 
the parties. The situation of a dealer 
in foreign exchange and that of a 
holder of an insurance policy will be 
different. 

One thing, however, is certain: these 
difficult and increasingly important 
problems call for practical and equita- 
ble solutions. 

EvseY S. RABINOWICH. 


MACHINE TOOL SHIPMENTS UP 

The value of machine tool shipments 
in September increased $4,000,000 
over August, Frederick V. Geier, pres- 
ident of the National Machine Tool 
Builders Association told the associa- 
tion’s convention in October. 

Mr. Geier, head of the Cincinnati 
Milling Machine Company, said that 
September shipments were valued at 
$68,653,000, compared with $64,300,- 
000 in the preceding month. 


PRIORITIES UNEMPLOYMENT ? 

Employers who anticipate layoffs in 
their‘plants because of shortages of ma- 
terials or curtailment orders are urged 
by Federal Security Administrator Paul 
V. McNutt to report their problem at 
once to the nearest State employment 
office. This is the first step, said Mc- 
Nutt, in obtaining government action 
to determine the possibility of utiliz- 
ing the plant and its workers for de- 
fense production. 
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Retail Controllers Cautious in 


Spring Budgeting 


Controllers of department stores are 
faced with the most difficult Spring 
budgeting problems they have known 
since 1920 and 1921. Mainly respon- 
sible for this situation are the restraints 
which the government is expected to place 
on buying power of the ‘‘middle income 
group” during the first half of 1942. 

The controllers of most retail estab- 
lishments set up their initial Spring 
budgets by December, planning for 
some six months ahead on the basis of 
the previous year’s figures and making 
adjustments usually on a month-to- 
month basis. 

With 1942, however, showing prom- 
ise of heavier income taxation, with- 
holding of employee payments at the 
source, increased social security pay- 
ments and a stronger drive for in- 
creased savings and purchase of de- 
fense bonds, any forecasting done on 
the basis of 1941 figures is apt to be 
very wide of the mark. 

Furthermore, retailers point out, in- 
come tax payments at a rate double 
and triple that of last year are due 
March 15, almost the péak of the 
Easter buying season. As the most of 
the restrictions will hit the middle in- 
come group hardest, the rise of 16 per 
cent. or more in food prices is even 
more significant in terms of reduced 
purchasing power than it would be 
normally. 

Under present conditions, retailers 
believe that three or four months in 
advance is the farthest ahead any one 
can plan, with adjustments being made 
more frequently than once a month. 

The full impact of the price advance 
is expected to be translated into retail 
levels by the first of the year, with cur- 
rent indications that the rise may go 15 
to 20 per cent. higher than the preced- 
ing year. Because of this, retailers do 
not look for any actual decline in dol- 
lar volume during the first four 
months, as compared with 1941, but 
are inclined to believe that unit sales 
may fall off, perhaps sharply. 

Probable experience with unit sales 
is thus receiving far greater attention 


than at any time in the last twenty 
years. Controllers are taking up de- 
partment by department of the mer- 
chandise field much more intensively 
than for years past, shaping individual 
budgets on market conditions and the 
outlook for each. Caution is the watch- 
word, as the heavy sales increases 
which marked most of this year are not 
apt to be experienced in the first part 
of the coming year. 


“W hite-Haired 
Boy of 1942” 


The following is a reprint of the 
leading editorial in American Business, 
a Dartnell Publication, for October: 


“The all-important question right 
now is how far and how fast will in- 
flation go? It effects prices, wages, 
and over-all business policy. Our guess 
—and it is no better than yours—is 
that inflation will continue until some- 
thing drastic is done to put a ceiling on 
wages. Talk about fixing prices with- 
out fixing wages is idle. It is like 
trying to hold down the lid of a tea 
kettle and at the same time turning up 
the heat that is making the water boil. 
So far, there has been no disposition 
in Washington to clamp down on 
wages. Practically every strike has re- 
sulted in increased costs to the pro- 
ducer—either in the form of higher 
wages or production restrictions. Such 
checks as the regulation of consumer 
spending, excise taxes, and the like 
will help, but will they correct the 
situation? The best long-term guess 
is that inflation brakes won’t be ap- 
plied until too late to do much good— 
if they are applied at all. So for 1942 
look for rising prices, more wage de- 
mands, and higher production costs. 
Only a part of this increased cost can 
be passed on; the remainder will have 
to be met by economies. It looks as 
though the controller will be the white- 
haired boy of 1942.” 








Inflation As It Affects Business 
and The Controller 


Inflation in some form has been a 
reality in the United States since 1914. 
To understand its functioning today it 
is necessary to review briefly the ex- 
periences of the past 27 years. It is 
even more essential to define the term. 
This is not easy, for it means many 
things to many men. It is doubtful 
whether any satisfactory, all inclusive 
definition has ever been evolved. 

Probably the best synonym is confis- 
cation. All types confiscate someone's 
wealth, completely or partially, pre- 
sumably for the benefit of someone 
else, but generally to the eventual det- 
riment of all society. 

It functions in conjunction with the 
monetary unit but that item itself is 
often misunderstood. In the United 
States, bank deposits are a far more 
important portion of the monetary sup- 
ply than currency in circulation. On 
June 30, 1941, there was $9,612 mil- 
lion of monetary circulation and $67,- 
172 million of bank deposits in the 
country. Eliminating time deposits, 
which have many of the characteristics 
of capital items, bank deposit circu- 
lating medium was still more than five 
times greater than currency in circula- 
tion. 


INFLATION THAT DorEs Not AFFECT 
THE MONETARY BASE 


This means that it is possible to have 
wide inflationary and deflationary 
movements centering around the credit 
base without affecting the monetary 
base. However, the base itself is but 
one part of one side of the equation 
of inflation. Velocity of circulation is 
equally important. One dollar turned 
over four times a year has as much ef- 
fect as $4 turned once a year. 

The other side of the equation in- 
volves those goods and services avail- 
able for exchange for the circulating 
medium. Theoretically, at least, if 
monetary supply plus velocity expand 
or contract in direct ratio to the change 


By E. H. Tucker 


in supply of economically desired 
goods and services, the price level 
should remain static. A shift in any 
one of the three factors without a com- 
pensating change in the others should 
create a corresponding trend toward 
either inflation or deflation. It does 
not necessarily follow that the impact 
is felt uniformly in all fields of eco- 
nomic life. In fact, it is not unusual 
for certain phases of inflational and de- 
flationary cycles to function in the 
economy at the same time. 


History OF U. S. INFLATION 


This is well illustrated by the history 
of modern inflation in the United 
States. Its original foundation was laid 
in 1914 with the establishment of the 
Federal Reserve System. Desirable as 
were the resulting changes in the mone- 
tary and banking system, nevertheless 
by increasing the efficiency of the credit 
structure a base was laid whereby 
every dollar (monetary or credit) could 
do several times the work it had done 
before. 

The mere creation of this inflation- 
aty base did not create the phenome- 
non. It took the impact of the World 
War, with its destruction of men and 


materials, diversion of commodities 
and services to war consumption, an 
insatiable demand for commodities, 
relatively unrestricted wages and prof- 
its, and finance based upon loading 
commercial banks with government 
bonds, to provide the national economy 
with an active inflation. 

Rehabilitation demands of an eco- 
nomically paralyzed Europe, supported 
by credits readily absorbed into our al- 
ready inflated credit structure, sup- 
ported the trend for several years after 
the war. Eventually, productive power 
beyond consumptive capacity under the 
then existing distributive system caused 
the commodity price structure to shift 
toward deflation. The American farmer 
still looks to the Federal government 
to rescue him from his consequent di- 
lemma. Commodities went into a long 
slow decline which, with inflated wage 
and employment levels still holding, 
produced the so-called “‘profitless pros- 
perity” of the twenties. 

But the base still held. An economy 
based upon the importation of foreign 
gold, rather than goods and services, 
continued to add to the credit supply. 
Confidence was still in the ascendency. 
With the commodity market no longer 





of inflation. 





THE BASE FOR CREDIT INFLATION IS HERE— 
WILL RUNAWAY INFLATION COME? 


The foundation of modern inflation was laid in 1914 with the 
establishment of the Federal Reserve System, broadening the 
United States’ credit base to previously unheard-of proportions, 
and the present-day production of war goods, together with 
“wage inflation,’’ may be heading the United States toward 
runaway inflation, states Mr. E. H. Tucker in this address, de- 
livered on September 18, 1941, before the Los Angeles Control. 

Mr. Tucker is Assistant Treasurer of the Farmers Automobile 
Inter-Insurance Exchange of Los Angeles. Those readers who 
enthused over Mr. W. G. Kahlert’s “Is Political Banking Cause 
of Booms and Depressions?” in the September issue, will want 
to read what Mr. Tucker has to say on the cause and meaning 


—THE EDITOR 
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capable of furnishing full employment 
to the credit structure, inflation spread 
to Florida and urban real estate. Capi- 
tal goods took on chimerical values and 
the equity market was subjected to in- 
flationary activity. Ownership of com- 
mon stocks became increasingly more 
desirable than ownership of money or 
credit. The holding company madness 
developed. With commodities static 
or declining the public’s valuation of 
a service industry, such as a public util- 
ity, became fantastic in terms of dollars. 

Eventually the whole structure broke 
of its own weight. The United States 
deflated as thoroughly as it had in- 
flated, the culmination coming with the 
historic bank holiday. 


New PHASE OF FEAR INFLATION 
AND IMPORTED GOLD 


Then followed a new phase compris- 
ing a fear inflation and the replenish- 
ment of the monetary and credit base. 

Gold imports, devaluation of the dol- 
lar, and government deficit financing 
through bank credit laid the foun- 
dation for a vast new inflation if veloc- 
ity could be reestablished. Parentheti- 
cally, it may be well to differentiate 
between private and bank credit in gov- 
ernment finance. Purchase of govern- 
ment bonds by individual or non- 
banking institutions merely transfers 
ownership of current purchasing power. 
By spending otherwise sterile funds the 
government may increase velocity but 
creates no new credit currency. Bor- 
rowing from banks creates new de- 
posits which expand the credit base. 

As the government continued to fi- 
nance through banks a generally recog- 
nized type of inflation did not develop, 
for fear was in the saddle. The urge to 
expanding velocity of credit turnover 
did not exist. There was no effective 
inflationary equation except in one field 
plus a short commodity and equity in- 
flation in 1937. The one item more de- 
sired than cash in hand or bank was 
the high grade bond, supported by the 
strongest taxing power or the assets 
and earnings of corporations which 
had proved invulnerable to any depres- 
sion. The more easily convertible into 
cash, that is, the shorter the maturity 
in case even they became insecure, the 
more they were prized. 
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EARNING POWER OF CAPITAL 
SHRINKS 


Look at the results. The bond owner 
who formerly invested $1,000 to re- 
ceive a $50 annual income may today 
be putting $1250 to work in a short 
term bond to net $10 per annum. Here 
is inflation with a vengeance. One- 
fourth more capital is being employed 
to secure one-fifth of the current pur- 
chasing power, assuming no change in 
the general price level. (Of course, 
even this result may be preferable to 
the dilemma of the worker whose en- 
tire income was deflated away from 
him, or the investor who saw his bonds 
default and his equities confiscated as 
a consequence of the correction of the 
excesses of the previous inflation.) 

So conditions ran until the outbreak 
of the new World War. Even follow- 
ing this there was relatively little 
change until the United States entered 
a new phase of all-out war production 
economy. Immediately the subject of 
inflation once again came to the fore. 
All men asked if inflation were here; 
if not, would it come; what form 
would it take; how could they benefit 
from it or protect against it ? 

At this point the subject becomes 
difficult and controversial. The present 
problem is not exclusively economic. 
It is political and sociological. Perspec- 
tive tends to give way to prejudice. 
Individual problems obscure the pic- 
ture of the trend. Under these condi- 
tions it takes temerity to discuss the 
subject. 


BASE FOR CREDIT INFLATION 


The base for credit inflation is here. 
The credit base is the greatest in the 
nation’s history. Velocity of circulation 
is increasing slowly but definitely. Cer- 
tain phases of confidence are returning. 
Capital is more than hesitant, but labor 
is confident and willing to spend. War 
emphasis is turning the production of 
the country to commodities probably 
justified by the exigencies of the po- 
litical and social situation, but not 
available for consumption or for the 
production of consumable goods and 
services. Consumable commodities are 
becoming and will become scarcer and 
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scarcer. Here is the material from 
which runaway inflation is made. 

Will it become effective? Can it 
be stopped? The answer to both these 
problems lie in the field of political 
economy and sociology as well as pure 
economics. 

Some phases are already operating. 
Wages are inflating. Commodity prices 
are rising. On the other hand the de- 
flation in bond prices, which should 
accompany such a phenomenon, is not 
yet here and many argue that it will 
not come. An increasing tax burden is 
siphoning off earnings and assisting in 
maintaining the current deflation in the 
market appraisal of equities and exist- 
ing industrial plant. Deflation of non- 
war production industries and labor is 
in partial process. 

There is only one thing about which 
it appears reasonably safe to be some- 
what dogmatic. There is not space to 
expound on the steps which lead to 
actual monetary or “‘printing press” in- 
flation. Suffice it to say that there is a 
long road ahead before credit or bank 
deposit inflation exhausts itself. It is 
only then that monetary inflation may 
come. History does not always repeat 
itself, but it has value and #ts lesson 
reads that wars create credit inflation, 
and only severe post war breakdowns 
of credit inflation produce currency in- 
flation. 


INFLATION CAN BE HELD TO 
MINIMUM 


Can the credit inflation be stopped ? 
Economically the answer seems that it 
can be held to a minimum but not pre- 
vented. The political and sociological 
answers must be left to the reader. It 
will take forced saving with govern- 
mental bank borrowings minimized; 
greatly increased taxes, with emphasis 
on the lower income brackets; curtailed 
government expense outside of war 
activities, both local and federal, with 
strict control of war production costs 
and activities; increasing credit con- 
trols of all types, and so on. 

Under these conditions it is prob- 
ably wisest to offer conclusions with- 
out reasons. Wages probably will be 
inflated at the expense of capital, for a 
time at a rate more rapidly than com- 
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modities. Eventually the commodity 
inflation, outside of controlled war ma- 
terials, will outstrip wages. Even war 
materials will feel the impact of the 
movement. Bond prices will eventually 
deflate and interest rates harden, al- 
though probably materially less than 
anticipated by some. Equity capital will 
continue relatively deflated, with some 
probability that earnings may increase 
slowly, even after taxes, and some be- 
lated recognition be given to their 
soundness, but with widely divergent 
trends in various fields. 


INEVITABLY FOLLOWS 
INFLATION 


DEFLATION 


The eventual results lie in the dis- 
tant future. They are unknown to any 
man. It depends upon the length of 
the war, the amount of destruction, the 
political, social and economic changes 
which follow. Only a few economic 
laws are known to be immutable. One 
of these is that the inevitable after- 
math of inflation is deflation. With 
even the immediate effects of inflation 
on any particular concern uncertain it 
is difficult to analyze its relation to all 
business and next to impossible to pre- 
sent the controller a formula which 
will permit him to function intelli- 
gently under its impact. 

The most that can be given are a 
few opinions which may or may not 
prove beneficial. There is only one 
method for maintaining successful 
business management. That is to be- 
lieve thoroughly in the American sys- 
tem of private enterprise and private 
capital and to conduct business so as to 
prevent its being subjected to justifi- 
able criticism. It is essential to recog- 
nize that the form may change and to 
be alert to accommodate the business 
to the new pattern even at the loss of 
some previously enjoyed prerogatives. 


TIME To WATCH CosTs 


It must be remembered that infla- 
tion, though often long-lived, eventu- 
ally leads to deflation and, while ac- 
commodating business to the exigencies 
of inflation, prepare daily for the even- 
tual deflation. If there ever was a 
time to watch costs, to maintain and 
expand the efficiency of organization, 
it is the present. Every step taken in 





expansion should be accompanied by 
a workable plan to back away from it 
with the least possible friction when 
the necessity arises. Wages should, if 
possible, be geared to a sliding scale 
based on cost of living and company 
profit. All possible attention should 
be given to securing continuing loyalty 
of key employees, without basing it 
upon loyalty bought solely with in- 
flated wages. 


POLICE INVENTORIES 


Inventories should be policed inces- 
santly. Where prices indicate the ne- 
cessity and profits permit the opportu- 
nity inventory reserves should loom 
large on the books, though they may 
not be needed for years. Laxness, due 
to the theory that the tax collector will 
take the profits anyway, should be 
stamped out. Nothing can cause more 
eventual trouble than current excesses 
and inefficiencies arising from this per- 
nicious theory. 

Capital expenditures should be care- 
fully scrutinized. There is no more 
tragic experience than to wake up with 
a suddenly useless, unamortized plant, 
and a huge stock of unreserved raw ma- 
terials for that plant, unless it be to find 
the still economically desirable remain- 
der of the business saddled with a huge 
debt and unbearable carrying charges. 


KEEP LONG-RANGE VIEW 


Above all it is necessary to maintain 
a long range perspective. Inflation is 
not all a straight line. There are tem- 
porary dips which appear to be the be- 
ginning of deflation and are then re- 
versed into an even steeper upward 
line. If the upward trend continues 
long enough it becomes habit to think 
of it as permanent. The eventual break 
is almost always heralded as another 
insignificant temporary interruption. In 
short, the longer the period of inflation 
the more drastic should be the controls 
and preparation for deflation, even at 
the expense of a possibly protracted 
period of smaller than available profits. 

Only one practical approach seems 
possible to this problem. That is for 
each individual executive of American 
business to so imbue himself with the 
thought that the American system has 
produced the greatest economic good 








of any system the world has ever seen 
and then fight to the limit of his abil- 
ity to preserve the best of that system, 
sticking to the proven economic rules 
so far as possible. 

Football games are won on funda- 
mentals, adapted from proven military 
tactics that have been sound over the 
centuries. The game changes and the 
rules change. The team shifts from 
offense to defense. Mistakes are made 
and touchdowns are allowed the oppo- 
sition, but in the long run the intelli- 
gent, heads up team which knows the 
fundamentals and has a will to win 
comes out victorious. 

Is this too much to ask of American 
business? Know fundamental eco- 
nomic laws. Be conversant with infla- 
tion. If it proves tricky and catches 
you flat-footed, diagnose the play and 
be prepared against it next time. Keep 
alert. Try to get possession of the ball 
and fight for victory within the rules. 
With this spirit American business can 
meet any problem of inflation, eco- 
nomic, political or sociological change, 
adapt itself and eventually triumph to 
the benefit of all humanity. 


EXPORT CEILINGS OPPOSED 


Exclusion of export sales from the 
provisions of any legislation to estab- 
lish price control in the United States 
is recommended in a report of the For- 
eign Trade Committee of the Com- 
merce and Industry Association of 
New York, James S. Carson, Chairman. 

In the committee’s report, Mr. Car- 
son points out that since the volume 
of exports is already controlled through 
a system of licenses, price controls are 
unneeded and uneconomic. He also 
calls attention to Canada’s price-control 
system, in which sales for export were 
specifically excluded. 

“The primary objectives of price 
control legislation are to prevent run- 
away price increases within the United 
States and to prevent currency infla- 
tion,” the report declares. ““Exemption 
of export sales from domestic price 
control will not affect these objectives.” 


Controllers’ staff members are in- 
terested in reading THE CONTROLLER, 
and members may obtain subscriptions 
for them at reduced rates. 
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You invite me to address your group 
on the subject of “The Controller's 
Task.” That subject covers a wide field 
and we should first ask ourselves, 
“What is a controller?” By authority 
much more dependable than my own, 
the controller has been defined as a 
business diagnostician and one who ex- 
ercises a directing, restraining and gov- 
erning influence over the accounts and 
finances of a business enterprise for 
the best interests of its stockholders. 

His is a coordinating function in 
business since he is charged with the 
responsibility of planning for profit 
and providing suitable control ma- 
chinery for that purpose. Assuming 
sufficient qualifications, he has a right 
to be heard in all matters which relate 
to the profit-making arm of the busi- 
ness. 


ACCOUNTING SKILL Not ENOUGH 


Although his basic training probably 
lies in the sphere of accounting tech- 
nique, the controller who measures up 
for top management responsibilities 
must be more than an accountant. He 
must have more qualities than those of 
an expert technician if he intends to be 
a vital part of management. He must 
have more on the ball than an account- 
ing mind if he intends to sell the prod- 
uct of objective thinking to his as- 
sociates as a practical guide for 
management policy. His records must 
be fool-proof if they are to reveal and 
establish the responsibility for success 
or failure of business enterprise. Being 
a constant seeker of facts, a critic of 
loose thinking, with patience for the 
gullible, he recognizes that successful 
business is more of a science and less 
of a gamble. 

Despite this important position in 
business life for the controller, and 
looking at him through uncolored 
glasses as a man alone, you will find 
in his group, as in all walks of busi- 
ness life, the customary sprinkling of 
personalities with varying degrees of 
competence and ability. The control- 
ler is no super man. He is no mental 


The Controller’s Task 


By Henry C. Perry 


giant from the Magician’s Hat. He 
is not indispensable. 


CONTROLLER'S DUTIES 


Considering his job for a moment, 
where do we find him most often in 
the administrative scheme of things? 
According to standards defined by the 
Controllers Institute of America, a 
group with which I hope all of you 
men are identified, he is specifically 
charged with the installation and su- 
pervision of all accounting records. 
This responsibility necessarily causes 
him to rub shoulders with executive 
management. He has the preparation 
and interpretation of financial state- 
ments and reports, which gives him a 
relationship to executive management, 
the directors and the stockholders of an 
enterprise. He is responsible for in- 
ternal checks and the continuous audit 
of accounts and records. He is responsi- 
ble for the compilation of production 
costs and the costs of distribution, and 
this activity gives him a service relation- 
ship to manufacturing management and 
sales management. He supervises the 
taking and costing of physical inven- 
tories. He has the preparation and 
filing of tax returns and the super- 
vision of all matters relating to taxes, a 
responsibility in this case to manage- 






ment, tax counsel—if any, public ac- 
countants—if any, and the agencies of 
government. All statistics and reports 
are prepared and interpreted under his 
supervision for executive management. 
He functions as director of the budget 
and, hence, is a coordinating officer for 
all departments of the organization. He 
initiates and prepares all standard in- 
structions relating to accounting mat- 
ters and procedures, and sees that these 
procedures are functioning in logical 
relationship. 

Summarized in this manner, it is 
clear that the controller, when func- 
tioning properly, has direct contact 
with every department of the business 
and is responsible in some measure for 
the company’s relations with its cus- 
tomers, its stockholders, the govern- 
ment, and the public. 

The variations in organization, small 
or large, will obviously make for a 
change in detailed functions of the 
controller but, after all, that very 
largely depends, it seems to me, upon 
the man and his capabilities. The im- 
portant factor in every job and in every 
organization is the man himself. There 
is no substitute for the leadership sup- 
plied by men of brains, energy and en- 
thusiasm in executive work and ulti- 
mately the man himself is the most 





and charts.” 


hypothetical. 





‘Being a controller, to him, is the penalty of a misspent youth” 


By “Him,” Mr. Perry means Controller Milquetoast, to whom 
“‘tax matters are a lesson in arithmetic and a spring board to 
frustration,’’ whose manual of instruction is “a combination of 
the Sermon on the Mount and a loose-leaf system which meets 
all the specifications of a tax service guide,’” and whose fore- 
casting and budgeting consist of “a collection of inaccurate 
guesses or estimates revolving around a set of long-term graphs 


In this address, which was read by Mr. Charles Tucker, in the 
absence of Mr. Perry because of illness, before the Controllers’ 
Council of the International Association of Ice Cream Manu- 
facturers, in Toronto, Canada, on October 21, 1941, Mr. Perry 
presents Controllers Milquetoast and Leatherneck, who go about 
their duties in very different ways. It may be read with profit by 
all controllers, as the characters depicted herein are only slightly 


—THE EDITOR 
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essential figure in all organization ac- 
complishment. As I visualize a con- 
troller’s duty to management, he must 
be responsible for the financial facts 
produced in the Balance Sheet and In- 
come Statement, and to this degree 
must be familiar with all problems of 
the industry to which he is attached. 


MILQUETOAST AND LEATHERNECK 


If these observations qualify as a 
sound basis for the controller’s field of 
service, let us make a few observations 
and put two different types of men in 
actual practice. For the want of better 
names, we will call them “Mr. Mil- 
quetoast”” and “Mr. Leatherneck.” 

You men know Milquetoast of car- 
toon fame as the fellow who is always 
conscious of stepping on someone's 
toes. He is the bird who ought to be in 
a ballet costume instead of a pair of 
pants. Leatherneck, on the other hand, 
is the fellow who probably is best 
know in the Marine Corps but, for 
this purpose, we will liken him to a 
top sergeant in the Army, the fellow 
who gets things done and who takes 
the rap for the mistakes of his superi- 
ors. You might think that over when 
making up your next Balance Sheet and 
Income Statement. 

Now as to the installation and su- 
pervision of accounting records. Mil- 
quetoast carries a book of rules under 
his arm, uses a glorified ledger man for 
supervisory purposes, dots the I’s, 
crosses the T’s, and hopes to hell that 
he strikes a Trial Balance. He remem- 
bers the college lectures about debit 
and credit, develops a Profit and Loss 
account for the boss, timidly carries it 
into the front office, and if anything 
goes wrong blames it on his Public 
Accountants. Not so with Leather- 
neck. His job takes him way beyond 
the use of reference books and the arms 
of his Public Accountant as a refugee. 
His classification of accounts, to be 
sure, follows the conventions and rules 
of accounting technique but it is 
streamlined and fact-producing to the 
extent that he can go up against a 
tough production manager, a smart- 
alec sales manager and a critical chief 
executive with the mathematical an- 
swers translated for every operating de- 
partment in the business, whether it has 





done a good job or a poor job. His at- 
titude toward life is one of using facts 
and presenting them in such manner as 
to prove a case, and he does not de- 
pend upon reams of paper and tech- 
nical expression to do so. To earn his 
salt and fortify the brass hat with suf- 
ficient defense mechanism at a directors 
or a stockholders’ meeting, financial 
reports and operating statements which 
support them are translated into com- 
mon sense explanations. Rarely do you 
find a chief executive who is versed in 
the mysteries of accounting technique. 
Why kid yourself about it or try to 
make a clairvoyant out of the boss? 


INTERNAL CHECKS AND CONTINUOUS 
AUDIT 


We say that the controller is respon- 
sible for internal checks and the con- 
tinuous audit of accounts and records. 
All right, let us do an explanatory job 
in that field for a moment. His first 
duty, I believe, is to establish a series 
of checks and balances against pres- 
sure thinking or manipulation by those 
having executive responsibilities. Sound 
internal accounting demands that the 
work be so organized among indi- 
vidual operating units that the essen- 
tials are automatically insured against 
all hazards excepting one of wholesale 
collusion, and if you have wholesale 
collusion then you can blame the big 
boss for that weakness because he hired 
the man who hired the man who com- 
mitted the offense. 

There should be no difficulty in de- 
fining responsibilities, duties or titles 
so long as a protective line of demarca- 
tion between the accounting and dis- 
bursing functions is preserved and as 
controllers we should curb any impulse 
to dominate the thinking which re- 
volves around an organization chart. 
When the accounting officer seeks to 
dictate rather than advise, when he 
seeks to convert lines of functional 
control into lines of direct control then 
he probably has served a good part of 
his usefulness to the business with 
which he is identified and ought to be 
ready for the consequences. 

Milquetoast gives full rope to the 
Public Accountants in this auditing 
field. Taking the position that his ex- 
amining auditors are paid for a certain 








amount of coverage, he depends upon 
their count of the cash, their survey of 
receivables, their verification of inven- 
tories and investments, and a fair valu- 
ation of fixed assets. The determina- 
tion of liabilities being a clerical 
function, he reasons that the juniors on 
the auditor's staff should concern 
themselves with schedules for accounts 
payable, accruals, reserves and the cor- 
rectness of the Capital and Surplus 
accounts. With this philosophy, Mil- 
quetoast is on the verge of nervous col- 
lapse during statement period, and prays 
for a complimentary report and an un- 
qualified certificate from his C.P.A. 

Put a pair of controller's boots on 
Leatherneck and you find that he is a 
couple of jumps ahead of his examin- 
ing accountant. He knows by organi- 
zation and application of his internal 
staff that the cash is correct and does 
not wake up to shortage by an audit of 
his books. He knows what the receiv- 
ables are worth, having confidence in 
his credit and financial associates for 
that intelligence. His contacts with pro- 
duction, sales and technical manage- 
ment are such that he can stand back 
of inventory valuations knowing that 
this is not an outsider’s job. He knows 
the answers on investment values, fixed 
asset values and deferred charge pres- 
entation in the Balance Sheet. He is 
alert to the determination of current 
and contingent liabilities for his com- 
pany, and sufficiently in the confidence 
of the higher-ups so that his inquiries 
about Capital and Surplus will bring 
the correct reply instead of a suspicious 
look. 

Leatherneck knows that the responsi- 
bility. for accuracy and honesty in any 
corporate report lies on the shoulders 
of management and not the Public Ac- 
countant. He knows that the Public 
Accountant cannot act as proxy for 
management in the use of sound judg- 
ment, consistency of method or accu- 
rate presentation. Lacking management 
function and daily contact with the 
business, the auditor's activity is one 
of police work alone and his certificate 
can be accepted as nothing more than 
an expression of judgment that the ac- 
counting officer has been on the job. 
And Leatherneck sees to it that the 
ground is covered in just that way. 
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Cost Is Cost TO MILQUETOAST 


Yes, the controller is responsible for 
the compilation and presentation of 
productive costs and the costs of dis- 
tribution. What does Milquetoast do? 
Cost is cost to him, no matter what the 
economic cycle may show. Actual la- 
bor, actual material and full overhead 
coverage means cost according to the 
book, and he stands or falls on that 
principle. He is not interested in that 
period which comes to us when busi- 
ness is lagging, with production in the 
doldrums and fixed overhead piling up 
as a charge against profit and loss. And 
in these days of expanding demand and 
shrinking supply this might be a sub- 
ject to which we should well address 
ourselves. We cannot, like Milque- 
toast, afford to obscure our vision with 
rose-colored spectacles because we 
know that hopeful planning will not 
bring back the good old profit days. 
Times have changed and so have our 
jobs. 

Leatherneck steps into this picture 
with the viewpoint of management. 
He knows that a usable selling price is 
something separate and distinct from 
an accumulation of costs plus a loading 
for profit. He knows that there is 
nothing fixed in the relation of cost to 
selling price and that gross profit will 
vary with the business cycle and the 
extent to which constant and variable 
overhead charges influence the cost 
structure. Leatherneck thinks far be- 
yond the matter of cost in making his 
contribution to the study of selling 
prices. To be sure, he realizes that 
selling prices, in the aggregate, must 
cover all costs and leave a margin of 
profit to provide adequate return on 
capital investment, bvt he also realizes 
that timing in the use of these elements 
is essential in price-cost relationship. 
He knows most of all that in a com- 
petitive system the demand created by 
rising prices very often will allow all 
the traffic will bear and thus contrib- 
ute some excess in surplus to absorb 
the shock when trade recession sets in. 
With this background of cost intelli- 
gence he fixes a formula which not 
only shows full cost but at what point 
also his company will be better off by 
accepting a price which makes its 
Proper contribution to fixed overhead 


during a period when marginal pricing 
is necessary. That is not gambling. It 
is good business. Controllers must be 
thinkers, but they must be men of ac- 
tion as well and that is a point where 
Leatherneck trots in to do his stuff. 


MILQUETOAST MEETS THE TAX 
RETURN 


You controllers are charged with the 
responsibility of preparing and filing 
tax returns, and I need not say to you 
that in these times that is a sizable job 
whether you operate in Toronto or in 
Boston. It will be no less exacting for 
years to come so let us put the spotlight 
on Milquetoast as a tax specialist. Tak- 
ing a typical tax return he finds under 
item 4, rule X, supplement 142-A-4-2 
that a certain group of figures is called 
for which, by hook or crook, he pulls 
out of the statement, realizing all the 
time that the reconciliation on the bot- 
tom of page 4-1-A must show the same 
resulting arithmetic as is compounded 
in his Profit and Loss and Surplus ac- 
counts per books. Yes, tax matters to 
him are a lesson in arithmetic and a 
spring board to frustration. The gov- 
ernment is always wrong. Well, he 
gets his returns out with an occasional 
penalty for late filing, stops at a saloon, 
goes home all tired out and has a fight 
with his wife. Being a controller to 
Milquetoast is the penalty of a mis- 
spent youth. 


LEATHERNECK BATTLES—BY THE 
RULE BooK 


What is Leatherneck’s behavior in 
the tax ring? He first turns his talents 
to money-saving devices as a part of 
the job, and (using the philosophy of 
the field agent) if he can show a profit 
to his house when matching wits with 
the government, there may be some 
recognition of that accomplishment in 
the next pay check. Leatherneck ap- 
proaches this part of his job on the 
basis that tax avoidance is legal but 
that tax evasion is illegal, and he real- 
izes that cooperation with govern- 
mental agencies is made more effective 
by the use of Queensbury rules. His 
accounting structure is built on the 
principle that certain tax information 
must be produced, but he is certain all 
the time that technical regulations are 
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not working undue hardship on his 
particular company. 

With the approval of tax depart- 
ment authority, he takes advantage of 
the breaks, presents only those items of 
income and deduction which the rules 
call for, and is mentally weaving and 
jabbing all the time with field repre- 
sentatives, who themselves sometimes 
come from the Milquetoast School of 
Accounting. If he is wrong in his in- 
terpretation of tax regulations, Leather- 
neck can take it on the chin, but if he 
is right he will run the field man and 
the conferee ragged in his determina- 
tion to do a job for his principal. Con- 
trollers intend to get along with gov- 
ernmental revenue agents but they 
expect 50 per cent. of the breaks and 
that is as it should be. 

Now a word about statistics and re- 
ports in the controller's jurisdiction. 
Accounting-minded Controllers of the 
Milquetoast variety go to town in this 
field. They are punch drunk with ideas. 
They keep the accounting supply 
houses on an overtime basis turning 
out forms and systems that revolve 
around what Professor Crack Pot has 
majored in or what John Jones, manu- 
facturer of lipsticks, uses effectively in 
his business. Having the prima donna 
complex, reports and records of this 
vintage are a monument to Milque- 
toast’s vanity, and he invites all the 
boys of his professional group in for 
a look, provided the boss is generous 
enough to pay the freight. 

Leatherneck, on the other hand, will 
not give houseroom to this sort of 
trash. He first determines what his 
various department heads can and 
should use as tools of management and 
is sufficiently public-relations’ minded 
that the resulting structure is a matter 
of operating management responsibil- 
ity, rather than his own pet scheme. He 
does not intend to get the Bronx cheer, 
when the big boss comes around for 
that periodical purge of the records. 
He gives no consideration to principle 
or technique without definite assurance 
that the finished product is of earnings’ 
value in the hands of management. 


USEFULNESS Is TEST OF BUDGET 


As controllers, we should apply this 
same reasoning to the program of fore- 
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casting and budgeting. What practical 
value have these facilities if they are 
represented by a collection of imac- 
curate guesses or estimates revolving 
around a set of long-term graphs and 
charts? You can not make other peo- 
ple understand them if you do not un- 
derstand the formula and performance 
yourself. 

Unless budgets are accepted by man- 
agement for the purposes of control 
and a vehicle by which the business 
may reach a definitely appointed ob- 
jective, and unless they have the active 
and insistent support of your chief ex- 
ecutive, you may as well toss them into 
the waste basket. Leatherneck knows 
that and will not stick his out more 
than once. 


MILQUETOAST LOVES BULLETINS 


Now we learn also that the control- 
ler becomes a fountain of information 
in his job as the instigator of all stand- 
ard practice instructions on accounting 
matters and procedures. Well, Mil- 
quetoast loves to write bulletins—he 
knows that inventories have to be 
counted according to specific formulae 
—that the chart of accounts must be of 
certain photostatic proportions and that 
office procedure must be defined for 
every punk who draws a salary check. 
His manual of instruction is a com- 
bination of the ‘Sermon on_ the 
Mount” and a loose-leaf system which 
meets all the specifications of a tax 
service guide. To avoid mental fatigue 
and the use of gray matter, all you 
need do is spend time thumbing 
through its pages. In fact, Milque- 
toast is monarch of all he surveys and 
you proceed according to his way of 
life or get a nasty memo from the 
“Front Office.” Most of his bulletins, 
as a consequence, are received with a 
hearty horse-laugh. You know the re- 
action of staff and field men as well as 
I do. 

Well, Leatherneck respects the value 
of a manual of procedure but not one 
that reduces everybody on the staff to 
the level of a moron. He sets up a prac- 
tical guide to accomplish standardiza- 
tion and then depends upon the staff to 
follow the course with some degree of 
intelligence. If there is a better way, 
that is what he wants and his office 


The Controller, December, 1941 


door and his conscience are always 
open to suggestions. To him account- 
ing is no mystery. His job is to pre- 
sent accounting information so that 
other people may understand it. He 
expects his staff to work in harmony 
with company objectives, but there is 
an element of flexibility allowed in the 
program. Leatherneck will not rely on 
a broadcasting station and a secretary 
to put his policies across. He is suf- 
ficiently employee-relations’ minded to 
get out among the desks, see what is 
going on and build background for 
himself. If branch office operation is a 
part of his company set-up, he will 
pack a bag, go out to meet the boys in 
the field, swap ideas with them and 
encourage mutual confidence in the 
company, its policies and its adminis- 
tration. 

You cannot run a business by writ- 
ing letters and bulletins. That is bu- 
reaucracy, and I do not need to stimu- 
late your emotions by telling you what 
is wrong with that. Just take a look at 
certain Departments of your Govern- 
ment. 


CONTROLLER’S RIGHT To BE HEARD 


We could go on with the dramatiza- 
tion of these two mythical characters 
but controllership is serious business. 
Whether you choose to be a Milque- 
toast or a Leatherneck you know, as a 
controller, that there is a direct respon- 
sibility in your lap for all of the finan- 
cial facts set forth in the Balance Sheet 
and the Income Statement. You have 
a right to be heard in all matters which 
affect this responsibility, whether they 
revolve around production, marketing, 
finance or general corporate policy. 
You never overlook the fundamental 
premise that your records represent a 
moving picture of every operating de- 
tail of the business with which you are 
identified. No matter whether the re- 
sults are favorable or unfavorable, the 
facts ultimately come to rest in the ac- 
counting reports which represent your 
stock in trade and those that reach the 
Directors, the Stockholders, the Public 
and the Government. This assignment 
involves a substantial responsibility. It 
cannot be taken lightly. It requires that 
you not only have intimate knowledge 
of your subject, but a full understand- 


ing of your immediate business, a 
broad view of the industry’s problems 
and a working relationship with the 
men who are laboring to make that in- 
dustry successful. As I examine the 
bulletins issued by your Association 
Office, that is exactly the object of its 
service and you can’t absorb these re- 
quirements by keeping your feet under 
a desk. 


MAKING REPORTS SERVE 
MANAGEMENT 


It seems to me that the controller’s 
most important function in business 
and his broadest opportunity for serv- 
ice lie in the ability to sense the oper- 
ating problems and to make his reports 
serve management effectively. He 
should know better than anyone else 
how to analyze and interpret the ac- 
counting and statistical data which are 
made available for executive use, and 
present his findings in streamlined and 
simplified language. Executive reports 
are not read as Signs of the Zodiac. We 
must remember that brevity and logic 
represent the soul of executive action 
just as in modern journalism, and to 
illustrate that point let me tell you 
about a journalist who was advised 
never to use two words whete one 
would do. He carried out this advice 
in his report of a fatal accident in this 
manner: 


‘John Jones struck a match to see if 
there was any gasoline in his automo- 
bile tank. There was. Age 65.” 


I attach little importance to the tech- 
nical lines of a chart describing where 
the controller fits into organization 
practice. I attach less to book rules 
that attempt to define his job in rela- 
tion to the Stockholders, the Board of 
Directors, the President, the Treasurer, 
or the hat-check girl. The important 
consideration is that every corporation 
has a controller’s job to be done and in 
these days of changing economic or- 
der the demands upon the controllet’s 
time are without limit. Whether the 
wave of the future brings us a free or 
a controlled system of enterprise, 
whether the boss sits at his present 
desk or we get our signals from Ottawa 
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and Washington, that job will still 
have to be done. 

When I was serving as President of 
the Controller's Institute of America, 
a leader of both American and Cana- 
dian industry put this question to me, 
“Why is the accounting-minded execu- 
tive hemmed in by rule, precedent and 
tradition when he may best serve man- 


agement by adjustment to the new and 
rapidly-changing conditions of business 
practice ?”” 

You men who meet here for a study 
of your common problems should find 
the answer to that question, as you 
seek opportunity at the same time to do 
both yourselves and your companies a 
real service. 


Morgenthau Urges Billion Dollar 
Cut of Nondefense Expenditures 


In a prepared statement delivered 
on November 14 before the Joint Con- 
gressional Committee on Non-Essential 
Expenditures, Secretary Morgenthau 
recommended complete elimination of 
Federal highway expenditures for 1944 
and drastic reductions in appropria- 
tions for reclamation, rivers and har- 
bors improvements, agricultural aid, 
the Civilian Conservation Corps and 
the National Youth Administration, as 
a means of reducing the Federal outlay 
by $1,000,000,000 annually. 

Reductions in expenditures for these 
purposes, he said, would have ‘“‘mul- 
tiple advantages,” which he outlined as 
follows: 


Non-defense expenditures would 
be cut. 
Man-power needed for defense 


plants would be released. 

Supplies of materials and equipment 
which could be devoted to defense ef- 
forts would be released. 

A backlog of projects for continued 
employment in the post-war period 
would be formed. 


CORRECTING “INEQUITIES” 


In some cases, said Mr. Morgenthau, 
“the government undertook programs 
aimed at correcting or adjusting cer- 
tain inequities which had grown up in 
our economic system. Some of these 
inequities have been eliminated and 
circumstances which made the initial 
program urgent have been altered. 

“Nevertheless, large sums continue 
to be appropriated and spent under 
such programs despite greatly reduced 
justification for such expenditures dur- 
ing the period of defense expansion.” 


Noting that $86,000,000 was spent 
in the fiscal year 1941 for reclamation 
projects, and that $95,000,000 was 
estimated to be spent in the present 
fiscal year, Mr. Morgenthau suggested 
that all reclamation work be re-ex- 
amined “in the light of our defense 
program and its anticipated accelera- 
tion.” Projects except those for defense 
power should be eliminated, he said. 


RIVERS AND HARBORS 


As to rivers and harbors, Mr. Mor- 
genthau said some improvements were 
necessary, but most should be deferred. 
He said that $200,000,000 was esti- 
mated to be spent for this purpose this 
year. 


A Letter to 


Mr. Arthur R. Tucker 


c/o CONTROLLERS INSTITUTE OF 
AMERICA: 


Down in the Smoky Mountains of 
North Carolina there is an enterprise 
manufacturing wood turnings of vari- 
ous kinds. The business was established 
many years ago by the grandfather of 
the young man who is at present the 
head of it. The line of goods originally 
produced became obsolete with the 
passage of time, and this young man, 
who stepped into the business at the 
death of his grandfather, was obliged 
to find new products and new markets. 
In this he has done quite well. The 
business is still a small and a modest 
one, but it is progressive and growing. 

The young man who heads this en- 
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While the Federal government has 
obligated itself to spend money for aid 
to State road programs in 1942 and 
1943, Mr. Morgenthau suggested that 
the $139,000,000 which ordinarily 
would be ear-marked for Federal aid 
in the fiscal year 1944 be entirely elim- 
inated. This figure was the only specific 
one he gave the committee. 


C.C.C., N.Y.A., AND FARM RELIEF 


Noting that the estimated expendi- 
tures of the C.C.C., N.Y.A. and Office 
of Education for this fiscal year were 
$498,900,000, Mr. Morgenthau. recom- 
mended that these functions of train- 
ing youth be merged under one head 
and funds be drastically curtailed in 
view of the enlarged opportunity of 
employment. 

As to farm expenditures, he said: 

“Although governmental aid was 
necessary in order to bring the farmer's 
net income from $3,125,000,000 in 
1932 up to $8,500,000,000 or more in 
1941, certainly after having reached 
this goal there does not appear to be 
any reason to continue spending at the 
same rate. 

“Exception should, of course, be 
made for those expenditures which are 
for the purpose of helping the lowest 
income group, which suffers from 
wholly inadequate nutrition.” 


the Editor 


terprise worked at one time for our 
company, and in my department. Con- 
sequently, he has felt free to discuss 
his problems with me and with others 
in our organization, and we have been 
glad to give him such assistance as we 
could in establishing his cost and ac- 
counting systems. 

With the years of struggle he has 
developed a philosophy that is well 
expressed in a letter I have just re- 
ceived from him, and portions of 
which I am quoting to you herein. He 
says: 

“Business continues rushing and there 
are increasing problems as a natural con- 
sequence. Apparently we are taking in quite 
a little bit more than we are putting out. 


Our accountants keep us well posted about 
tax matters and we fully expect to be able 


(Please turn to page 526) 








Where Is the Line Drawn Between 
Duties of Treasurer and Controller? 








By The Committee on Technical Information and Research, R. S. Holden, Chairman 








Our Managing Director, Mr. Arthur 
R. Tucker, has referred to the Commit- 
tee on Technical Information and Re- 
search your inquiry which reads as fol- 
lows: 


“Please give your opinion as to where the 
line should be drawn between the duties of 
Treasurer and Controller in a large manu- 
facturing concern with numerous field 
branches: 


“1. Should the Controller keep all ac- 
counts of cash receipts and disburs- 
ments, including accounts with bank 
depositaries, reconciliation of bank 
balances, audit and filing of cancelled 
checks, and so forth? 


“2. If the Controller keeps such accounts 
and maintains the same internal audit 
control as he does over all other rec- 
ords of the corporation, is it necessary 
for the Treasurer to check such ac- 
counts, receive copies of branch office 
reports, bank statements, and the like? 


. Should the Treasurer perform his du- 
ties as custodian of the corporation’s 
funds, including supervision of bank 
balances, transfers of funds between 
banks, disposition of surplus funds, 
and so on, and account for his stew- 
ardship on the basis of reports and 
records prepared by the Controller; or 
should he maintain records and check- 
ing facilities of his own for this pur- 
pose, independently of those main- 
tained by the Controller? 


es) 


“4, Depending on your answers to the 
above questions, what short form of 
wording would you suggest for by- 
laws or Board resolutions to establish 
the duties of the Treasurer and Con- 
troller in the above respects ?”’ 


Thirteen replies from Committee 
members have been received. A tabu- 
lation of these replies is given below: 


Should the Controller keep all accounts 
of cash receipts and disbursements, includ- 
ing accounts with bank depositaries, re- 
conciliation of bank balances, audit and 
filing of cancelled checks, and so forth? 


Number of members replying ‘“‘no’’. . .7 
Number of members replying “‘yes’’. . .6 
(One member qualified his reply 
as applicable to branch offices 
only.) 


If the Controller keeps such accounts 
and maintains the same internal audit con- 
trol as he does over all other records of 
the corporation, is it necessary for the 
Treasurer to check such accounts, receive 
copies of branch office reports, bank state- 
ments, and the like? 


Number of members replying ‘“‘no’’. . 13 


Should the Treasurer perform his duties 
as custodian of the corporation’s funds, in- 
cluding supervision of bank balances, 
transfers of funds between banks, disposi- 
tion of surplus funds, and so on, and ac- 
count for his stewardship on the basis of 
reports and records prepared by the Con- 
troller? 


Number of members replying ‘“‘no’’. . .7 
Number of members replying “yes”. . .6 


RESPONSIBILITIES VARY By TYPES OF 
COMPANY 


Some of the members of the Com- 
mittee pointed out that the responsibil- 
ity for such records would naturally 
vary in different types of companies 
and under different kinds of condi- 


tions. Certain detailed comments fol- 


low: 


‘The Treasurer should keep the cash 
receipts and disbursement records in- 
cluding accounts with the bank de- 
positaries. The Controller should re- 
ceive cancelled checks and _ bank 
statements directly from the banks and 
reconcile the bank accounts. After the 
reconciliations are prepared the checks 
and statements may be filed in the 
Treasurer's Department. 

“The Treasurer keeps the original 
records while the Controller does the 
accounting. The details of the Treas- 
urer’s report should generally be pre- 
pared by the Controller; however, the 
Treasurer should maintain such sum- 
maries as he requires to assure himself 
that the reports being prepared by the 
Controller adequately record the cash 
transactions of the Corporation.” 


CONTROLLER Has More DIRECT 
SUPERVISION IN SMALL FIRM 


“The line of demarkation between 
the duties of the Treasurer and the du- 
ties of the Comptroller in the type of 
organization outlined, in my opinion, 
should be as follows: 








DO THE FUNCTIONS OF TREASURER AND 
CONTROLLER OVERLAP? 


It would seem so in this survey of the distinction between 
duties of the Treasurer and of the Controller, which was made by 
the Committee on Technical Information and Research. 

On certain phases of financial responsibility within the cor- 
poration, members of the Committee have split almost evenly 
in assigning them to the Treasurer or Controller. This article, 
in the form of a letter from Chairman R. S. Holden to a mem- 
ber of the Controllers Institute of America, throws further light 
on the functions of controllership in our industrial economy. 


—THE EDITOR 
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“The Treasurer should keep his rec- 
ords of cash receipts and disbursements 
in sufficient form to enable him to have 
a complete record of his bank deposits 
and balances and the reconciliation of 
such bank balances should be made by 
the Treasurer and the cancelled checks 
filed in his department. 

“The Comptroller’s Division should, 
of course, have complete access to the 
records of the Treasury Department 
and periodically make such test checks 
as seem desirable. Branch office re- 
ports having to do with the deposits of 
funds in local banks which, it is pre- 
sumed, are under the control of the 
Treasurer, should be forwarded to the 
Treasurer's office and all bank state- 
ments should be forwarded direct to 
the Treasurer from the respective 
banks, none going to the branch of- 
fices. 

“The distribution of funds as be- 
tween banks should be under the con- 
trol of the Treasurer. The investment 
of surplus funds of the company 
should be made by the Treasurer with 
the recommendation of the Executive 
or of the Finance Committee of the 
Board of Directors. The records cov- 
ering such investments should be re- 
tained in the Treasurer’s office. 

“The above outline applies to a 
large corporation operating numerous 
branches or subsidiary companies. 
Where a small business is concerned, 
the records of the Treasurer would 
probably be absorbed in the Account- 
ing Department, from which depart- 
ment the Treasurer would obtain daily 
reports and the Treasury Department 
will practically consist of probably only 
the Treasurer and his secretary. In such 
a setup, the Comptroller would, of 
course, have more direct supervision 
over such records inasmuch as the audi- 
tor would probably be directly respon- 
sible to the Comptroller. 

“In either case, the Comptroller 
should be relieved of any accessibility 
to the funds of the company; by that, 
I mean that he should not be required 
to function as a Treasurer by signing 
checks or have the responsibility of 
either providing funds or the invest- 
ment of surplus funds.” 

“The Controller should keep all ac- 
counts of cash receipts and disburse- 


ments. .... The Treasurer should 
account for his stewardship on the 
basis of the records prepared by the 
Controller. He should not maintain 
separate records.” 

“The Treasurer should keep all ac- 
counts pertaining to cash receipts, dis- 
bursements, bank depositaries, and the 
like, in order properly to control the 
work he is doing and to know where 
he is.” 


BLOTTER RECORD SUFFICIENT FOR 
TREASURER 


“In my opinion, the Controller 
should keep all accounts of cash tre- 
ceipts and disbursements including the 
accounts with bank depositories, re- 
conciliations, and so on, provided the 
method of internal check is good. For 
instance, the Treasurer should receive 
all cash receipts, daily, recording total 
receipts for his own blotter record be- 
fore passing receipts to Accounting De- 
partment for application and prepara- 
tion for deposit; the totals of deposit 
to agree with Treasuret’s blotter record. 
The Treasurer should determine de- 
pository and Accounting Department 
make up deposits and return completed 
deposits to the Treasurer for mailing 
to or depositing in the various banks. 
The Accounting Department writes all 
checks, which should be sent to the 
Treasurer for signature with all sup- 
porting data. The Accounting Depart- 
ment should furnish the Treasurer with 
a daily cash report. Wherever possible 
all branch bank accounts should be on 
the imprest method. 

“I do not believe it is necessary for 
the Treasurer to maintain records be- 
yond a blotter record. He should, as 
custodian, have authority over transfer 
of funds between banks, also designate 
the banks from which certain disburse- 
ments shall be made. Disposition of 
surplus funds is the Treasurer’s func- 
tion also, subject to the Board of Di- 
rectors’ sanction.” 

‘All such accounts should be in the 
custody and maintenance of the Treas- 
urer, subject to co-ordination with the 
Controller’s accounting instructions, al- 
though bank statements and bank bal- 
ances should be audited and reconciled 
by the Controller.” 
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Depending on your answers to the 
above questions, what short form of word- 
ing would you suggest for by-laws or 
Board resolutions to establish the duties 
of the Treasurer and Controller in the 
above respects? 


The following descriptions of duties 
which specifically, of course, are not 
identified, have been furnished by two 
members who have kindly offered them 
as actual quotations from by-laws of 
their own companies: 


Controller and Assistants 


Will have charge and direction of (a) 
all accounting and statistical records (ex- 
cept bank registers of receipts and disburse- 
ments, and pay roll and compensation rec- 
ords, kept in the Treasury Department) ; 
(b) preparation of vouchers; (c) prepara- 
tion of shipping documents, invoices, etc.; 
(d) cost accounting; (e) control and su- 
pervision of accounting work in all de- 
partments, offices, and subsidiary com- 
panies; (f) all internal controls and audits 
(by Company staff) in the general office, 
mill and sales offices, and subsidiary com- 
panies; (g) reconciliation of all bank ac- 
counts; (h) maintain docket for and attend 
to the proper filing of all federal, state, 
provincial, and local tax returns; and (i) 
the determination of forms of accounting 
records and accounting systems in all offices 
and departments. 


Treasurer and Assistants 


(a) Have custody of all cash and securi- 
ties; (b) direct disbursements and control 
all bank accounts (including the keep- 
ing of the registers of receipts and disburse- 
ments; reconciling of bank accounts, how- 
ever, to be done by the Accounting Depart- 
ment); (c) handle relations with banks and 
custodians; (d) handle purchases and sales 
of securities (Company investments); (e) 
supervise transactions in foreign exchange; 
(f) supervise credits and collections; (g) 
supervise the Insurance Division; (h) ap- 
prove loans to employees; and (i) control 
and direct the disbursement of pay rolls.” 


Powers and Duties of Treasurer 

“The Treasurer shall receive and have the 
custody of all moneys and securities be- 
longing to the Company, and shall deposit 
ali moneys in the name and to the credit 
of the Company. He shall disburse for its 
account, the funds of the Company, taking 
proper vouchers therefor, but such person 
or persons as he may, from time to time 
authorize, shall have authority to draw 
checks against deposits of the Company in 
any Bank or Trust Company, and drafts as 
required; to endorse checks, drafts, bills of 
exchange, orders and certificates of deposit 
which may need endorsement for deposit to 
the credit of the Company in any Bank or 
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Trust Company and to accept drafts or bills 
of exchange which may be drawn on this 
Company. He shall keep full and accurate 
accounts of receipts and disbursements, in 
books belonging to the Company, and shall 
render to the President and Directors, when- 
ever they may desire it, an account of all 
his transactions as Treasurer, and of the 
financial condition of the Company, and 
shall perform all acts incident to the posi- 
tion of Treasurer. If requested by the Board 
of Directors, he shall give the Company a 
bond in a sum and with surety satisfactory 
to them for the faithful discharge of the 
duties of his office. 


Powers and Duties of Controller 
The Controller shall have charge of the 
accounts of the Company and shall perform 
such duties as from time to time may be 
assigned to him by the Board of Directors 
or President.” 


C@NTROLLER SHOULD CHECK 
TREASURERS RECORDS 


The following general comments 
and suggestions have been made by 
other members of the Committee: 

“The framing of by-laws I leave to the 
lawyers, but the point that I believe should 
be included in them is that the Treasurer 
should keep adequate records of the assets 
of the firm and that the Controller should 
by periodically checking these records 
through his auditor, discharge his duty as 
Controller of the firm.” 


Duties of the Treasurer 


The Treasurer shall have custody and 
be responsible for all funds of the corpora- 
tion and for the safe deposit and custody 
of all investments. He shall make reports 
currently to the President of the company 
and shall give a bond for the performance 
of his duties, such bond to be kept by the 
President of the company or such other per- 
sons that may be designated by the Board 
of Directors. 


Duties of the Controller 


The Controller shall keep all accounts of 
the company and be responsible for all 
accounting routine. He shall currently sub- 
mit reports to the President and Treasurer 
as frequently and in such form as may be 
required for the fulfillment of their duties. 
He shall maintain at all times an internal 
audit and control of all receipts and dis- 
bursements and periodically account for all 
records of investment.” 

% * x 

“The Treasurer shall have the custody of 
the corporate funds and securities and shall 
cause to be maintained under the super- 
vision of the Controller full and accurate 
accounts of receipts and disbursements in 
books belonging to the corporation and shall 
deposit all moneys and other valuable ef- 
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fects in the name and to the credit of the 
corporation, in such depositories as may be 
designated by the Board of Directors. 

“The Treasurer shall disburse the funds 
of the Corporation as may be ordered by the 
Board of Directors, taking proper vouchers 
for such disbursements, and shall render 
to the President and the Directors, at the 
regular meetings of the Board, or whenever 
they may require it, an account of all his 
transactions as Treasurer and of the financial 
condition of the corporation. 

“The Treasurer shall give the Corpora- 
tion a bond if required by the Board of Di- 
rectors in a sum, and with one or more 
sureties satisfactory to the Board, for the 
faithful performance of the duties of his 
office, and for the restoration to the corpora- 
tion, in case of his death, resignation, re- 
tirement or removal from office, of all 
books, papers, vouchers, money and other 
property of whatever kind in his possession 
or under his control belonging to the cor- 
poration.” 


CONTROLLER DESIGNS AND SUPERVISES 


“The Treasurer shall have charge of the 
company’s money and securities; deposit the 
company funds in the name of the company 
in a bank or trust company designated by 
resolution of the board; arrange for loans; 
sign certificates of stock; advise the corpo- 
ration in regard to financial matters; take 
care of dividend payments; grant credit and 
collect money due from customers, pay bills 
due by the company upon the approval of 
the Controller; and any other duties that 
may be assigned to him by the board of di- 
rectors. 

“The Controller shall be responsible for 
safeguarding the assets of the company by 
designing and supervising records to show 
the responsibility of the Treasurer and 
other individuals for property or values 
intrusted to their care. He shall arrange 
for periodical audits and inspections to 
verify all records of the company wherever 
located. He shall keep all accounts of 
cash receipts and disbursements, including 
accounts with bank depositaries, reconcile 
bank balances and have custody of cancelled 
checks. He shall verify all items before 
they are handed to the Treasurer for pay- 
ment and approve all bills of purchase, pay- 
rolls and other obligations of the com- 
pany.” 

“It would seem advisable to phrase the 
resolution outlining the duties of the Treas- 
urer and the Controller in accordance with 
the exact conditions existing in the individ- 
ual company as it has been my experience 
that it is difficult to set up the exact duties 
of both offices.” 


CONTROLLER IN CHARGE OF FINANCIAL 
AND OPERATING REPORTS 


Treasurer 


“The Treasurer shall have custody of the 
funds and securities of the corporation and 


shall keep full and accurate accounts of re- 
ceipts and disbursements in books belong- 
ing to the corporation and shall deposit 
all moneys and other valuable effects in the 
name and to the credit of the corporation 
in such depositories as may be designated 
by the Board of Directors. 

“He shall disburse the funds of the cor- 
poration as may be ordered by the Board, 
Chairman of the Board of Directors, or 
President, taking proper vouchers for such 
disbursements, and shall render to the Chair- 
man of the Board of Directors and to the 
President and Directors at the regular meet- 
ings of the Board, or whenever they may 
require it, an account of all his transactions 
as Trezsurer, and of the financial condition 
of the corporation. 


Controller 


The Controller shall be responsible to the 
President and to the Board of Directors. 
He shall devise all accounting forms and 
systems and direct all accounting work 
wherever or by whomever performed. He 
shall direct the auditing of all receipts, 
disbursements, transfers and balances of 
cash, receivables, inventories, payables, and 
all other assets and liabilities regardless of 
who may be responsible for such funds or 
properties. He shall supervise the prepara- 
tion of all financial and operating reports. 


Treasurer 

The Treasurer shall be the custodian of 
all funds of the corporation, shall make such 
disbursements therefrom as are authorized 
by the President, and shall maintain neces- 
sary records of details of cash receipts and 
disbursements in form approved and re- 
quired by the Controller. Disbursements of 
funds shall require signature of the Treas- 
urer and counter-signature of the Controller. 


Controller 

The Controller shall keep the record of 
all receipts and disbursements of the corpo- 
ration, shall see that all receipts coming 
into the custody of the Treasurer are ac- 
counted for and that disbursements are made 
only upon proper authority. He shall keep 
the books and the accounts of the corpora- 
tion so as at all times to show the real 
condition of its affairs, and shall prepare 
statements thereof as directed by the Board 
or the President.” 


It is hoped that you will find the 
above information useful. 


Members of The Controllers Instt- 
tute of America who do not possess 
certificates of membership should com- 
municate with the national office and 
obtain one promptly. 
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Research Begun 


on Retail Price Indexes; May Make 


“Last in, First Out’ Method Useful to Retailers 


In conjunction with an outside sta- 
tistical agency, the National Retail 
Dry Goods Association has begun re- 
search on the development of a series 
of all-inclusive retail price indexes cov- 
ering merchandise carried in depart- 
ment stores. The indexes, which will 
be broken down by departments or re- 
lated lines of merchandise, are ex- 
pected to be ready early next year. 

Such indexes would be essential to 
the proper adaptation of the “last-in, 
first-out’”” method of inventory valu- 
ation, which, in these days of rising 
prices, has aroused the interest of re- 
tail executives. 

The N.R.D.G.A., through a com- 
mittee of the Controllers Congress, has 
been engaged in research for several 
months exploring the possibilities of 
both “basic stock” and the “‘last-in, 
first-out” or “‘li-fo’” method, with the 
primary objective of developing an ac- 
counting procedure that will segregate 


‘from the profit-and-loss picture the ef- 


fects of forces over which manage- 
ment has no control, such as the price 
movement. 

Compiling of the new indexes rep- 
resents the first major attempt to de- 
velop retail price statistics of such 
wide scope as to cover all department 
store merchandise. Once the indexes 
are available for the opening and clos- 
ing inventories for the fiscal year it is 
believed the way will be opened for 
utilization of the “li-fo’” method or 
some adaptation of it for retailing. 
This, it is hoped, will be done in time 
for the closing inventories of the cur- 
rent fiscal year, which for most depart- 
ment stores ends on January 31. For 
the “‘li-fo’”’ method to be used effec- 
tively it is essential that the ground- 
work be completed before there is a 
further substantial rise in merchandise 
prices. 

Among the advantages claimed for 
the “‘li-fo” method are these: It mini- 
mizes the influence of the changing 
price level in the determination of 
profit, thus tending to eliminate the 
sharp peaks and valleys in earnings. 


It tends to show operating results on 
the basis of management efficiency by 
removing the factor of fluctuating in- 
ventory price levels due to conditions 
beyond management control. It reflects 
profits when actually earned, thus tend- 
ing to keep in proper relation to real- 
ized profits such expenditures as taxes, 
bonuses, salaries, dividends and those 
made for expansion. 

In reality, the “‘li-fo” method is an 
adaptation of the “basic stock’ method. 
It regards the selling process as the re- 


-verse of the established principle that 


first purchases become first sales—that 
is, “first in, first out.” The method 
thus assumes that there exists a con- 
stant “stock pile’ as an inventory nu- 


cleus and that sales are made from the 
top of the pile. In this way, replace- 
ment cost governs the gross margin, as 
a constant value is assigned to the in- 
ventory nucleus to the extent that it 
exists in each period’s closing inven- 
tory. 

One important difference exists be- 
tween basic stock and the “li-fo” 
method. The former takes asa pric- 
ing point a time selected as desired 
by the corporation. In the latter 
method the point of time is the begin- 
ning of the accounting period in which 
the method is first used. The prices 
in effect at that time, applied to the 
quantity of inventory held, establishes 
the basic stock inventory. 


Certificate of Non-Reimbursement Procedure, 
Tax Amortization Law, Simplified by New Bill 


On October 30, President Roosevelt 
signed a bill liberalizing and simplify- 
ing the tax amortization law under 
which defense contractors are permit- 
ted, for purposes of taxation, to amor- 
tize costs of new facilities over a five- 
year period. 

Besides extending the time for filing 
applications to December 1, 1941, the 
bill provided that only the certification 
of the Secretary of the Navy or the Sec- 
retary of War would be required, in- 
stead of the joint certification with the 
Advisory Commission previously re- 
quired. 

The time for filing applications after 
December 1 was changed from 60 
days to six months. 

The new law also simplifies proce- 
dure in obtaining certificates of non- 
reimbursement by limiting the con- 
tracts to be certified to those which are 
more than $15,000 in amount and 
which were made by the War Depart- 
ment, the Navy Department or the 
United States Maritime Commission 
after December 1, 1939. 

Under the old law, many manufac- 
turers filed applications for certifica- 
tion of contracts of small amount and 
contracts made with other departments. 
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Under the new law, such applications 
are unnecessary for any contract with 
any of these departments, regardless 
of the amount, and for any contract if 
it is under $15,000 with the War De- 
partment, the Navy Department and 
the United States Maritime Commis- 
sion. 

Certificates which have already been 
issued are not affected by the amend- 
ment, and the rights of manufacturers 
who have already filed applications are 
not prejudiced. 

New forms of applications and in- 
structions are being prepared and may 
be obtained from the office of the 
Under Secretary of War, Tax Amorti- 
zation Section, and from the office of 
the Under Secretary of the Navy, 
Washington, D. C. 


BRITISH PRICES UP 
58 PER CENT. 

The aggregate increase in British 
commodity prices since the outbreak of 
war, as shown by the British Board 
of Trade’s index, has been 58 per 
cent., with foods being 63 per cent. 
higher and industrial materials up 55 
per cent. 
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Only 5 per cent of Foreign Funds 
Traded Freely 


The Department of Commerce reports 
that United States government control 
over foreign funds has been extended to 
a point where only slight changes in the 
total of investments of blocked countries 
can take place. 

Less than five per cent. of the foreign 
investments in this country, largely owned 
in Latin America, may be bought, sold or 
otherwise transferred without a license 
from the United States foreign funds con- 
trol, or from the proper authorities in 
Canada and the United Kingdom. Even in- 
vestments not subject to license have to 
be reported to the Treasury Department, 
and if the securities are held abroad they 
must, upon importation, be examined by 
the Reserve banks before trading is per- 
mitted. 

The freezing of the dollar assets of 
Continental Europe, China and Japan now 
affects approximately $5,500,000,000, or 
60 per cent. of the estimated $9,700,000,- 
000 of foreign investments in the United 
States, the department said. Another 
$3,800,000,000, or more than 35 per cent. 
of foreign investments is owned by the 
United Kingdom, Canada and other Brit- 
ish Empire areas and is not blocked by 
the United States. The latter investments, 
however, are strictly controlled through 
licensing requirements of the governments 
concerned, while the United States gov- 
ernment usually is consulted before the 
important actions on such investments are 
taken. 


U. S. Industrial Output To Be 
Up 25 per cent by 1942 


Government business experts estimated 
in early November that the over-all out- 
put of American industry will be 25 per 
cent. larger at the end of 1941 than at 
the beginning. 

Measured by the Federal Reserve Board 
index of industrial production, output 
will rise from 139 to almost 175 per cent. 
of the 1935-1939 averages, they believe. 

In many industries, particularly air- 
planes, output will have increased much 
faster, but priority curtailment of ma- 
terials for civilian goods has held back 
others, so that the over-all output is gain- 
ing more slowly now than it did earlier 
in the defense program. 

Before the European war started, the in- 
dex was at 105. Since then, the gain has 
been rapid, sometimes as much as nine 
points a month. In September of this year 
the index reached 161, and it is still going 


up. 





Prices 9.4 Per Cent. Higher Than Last Year 


With a marked rise in agricultural 
commodity markets, particularly for live- 
stock and fruits and vegetables, there was 
a gain of 9.4 per cent. over November, 
1940 in the Bureau of Labor Statistics’ 
wholesale price index of nearly 900 series 
during the week ending November 1, 
1941, 


Controller Pictured As Charioteer 


In “The Balance Sheet,” monthly pub- 
lication of the Controllers Congress of 
the N.R.D.G.A., Mr. B. H. Natchez, Con- 
troller of Finlay Straus, Inc., says in his 
article, entitled ‘The Controller’s Job in 
the Installment Jewelry Trade”: 

“Imagine for a moment an old Roman 
charioteer with multiple horses in front 
of his chariot, with all the reins coming 
to his own hands. That is the picture of a 
Controller’s desk in an installment jewelry 
organization. .... ; 

“The Controller must have at his finger- 
tips the necessary figures from which he 
can say to the merchandise men, purchas- 
ing agents and buyers that they get paid 
for wise spending, not for just spending; 
that they earn their salaries just as much 
and just as often if they do not spend 
money, as when they do. Sometimes he 
must even point out that there will always 
be merchandise for sale and that the prime 
function of a retail store is to distribute 
wares, not to speculate in them. I even 
know Controllers who have had to point 
out that styles change, and that there have 
been other wars through which retail 
stores have managed to perform their 
function of distribution and still make 
money. 

“A Controller must institute surveys 
and be prepared to point out changes in 
markets and trends. He must have the 
foresight to institute these analyses long 
before there is an apparent need for them; 
and he must be able to draw from these 
analyses, facts and figures that are ap- 
plicable to his own business and from 
these to advise on changes of policy and 
methods. A Controller must, like the 
charioteer, pull up on the reins or give 
head in certain directions, to coordinate 
all efforts and from a purely functional 
viewpoint keep the team running at high 
speed.” 


National Income To Hit New Peak 


The national income as shown by pay- 
ments of money to individuals rose in 
September to a point representing an an- 
nual total of $92,000,000,000, the highest 








figure on record, the Department of Com- 
merce reported in November. 

The department said the figure was 
“substantially greater” than the actual ag- 
gregate of $75,700,000,000 paid in 1940 
and $82,400,000,000 paid in 1929, the 
previous high years. 

Income payments in the first nine 
months of 1941, the report estimated, 
were $64,332,000,000, an increase of 17 
per cent. over the $54,998,000,000 paid in 
the same period of 1940. This increase 
was attributable mainly to a rise of 21 
per cent. in salaries and wages, centered 
largely in the commodity-producing in- 
dustries, where output has expanded rap- 
idly in response to the defense effort. 

Dividends were up 10 per cent., the de- 
partment stated. 

The sharp rise in the dollar volume of 
income payments to individuals in the 
first seven months of the year was offset 
only to a small extent by higher prices, 
said the report. In the period as a whole 
there was a steady increase in “real in- 
come,” it added. 

Payrolls in the key industries handling 
the greater part of defense orders con- 
tinued to expand in September, but the 
increase for all manufacturing, mining, 
and construction industries combined was 
only slightly greater than the usual sea- 
sonal proportions. 


Defense Stamp Sales Rise 

Sales of Defense Savings Bonds and 
Stamps rose sharply in October, the Treas- 
ury has announced. Of the stamps $5,935,- 
934 were sold, the highest monthly total 
since they were placed on sale May 1. The 
increase over September was 19.2 per 
cent. Defense Bonds sales increased 16.5 
per cent. over September. 


U. S. Unemployed Drops By 600,000 
in Month 

There were only 3,900,000 unemployed 
in the United States on October 15, said 
WPA Administrator Howard O. Hunter 
in November, following a decline of 600,- 
000 in the ranks from September 15 to 
mid-October. 

The employed numbered 49,600,000 in 
mid-October, a drop of 200,000 from mid- 
September, while the labor force declined 
from 54,300,000 in mid-September to 53,- 
500,000 in mid-October. 

The Office of Emergency Management 
reported that the armed forces took 2,- 
000,000 men in October from the ranks 
of labor, as compared with 1,900,000 in 
mid-September. 
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ad Use of Sales Force In Research Urged Another session will be devoted to a ings increasing by nearly 300 million dol- 
Maintenance of sales forces and adver- discussion of meeting “Current Insurance lars for the third consecutive month. 
was tising programs during the defense period Hazards.” Mr. Reginald B. Fleming, In- This current inventory accumulation, 
| ag- is vital to the future progress of business, surance Manager, Commonwealth & said the announcement, is adding to over- 
1940 declared Major Frederick W. Nichols, Southern Corporation, heads the Associa- all inflationary tendencies in the national 
oes vice-president and general manager of In- tion’s Insurance Division. economy since inventories are temporarily 
ternational Business Machines Corpora- withheld from the market while the pur- 
nine tion, speaking on November 14 before the Significance of TNEC Study chasing power generated by their produc- 
ated, Sales Executives’ Conference of the Sales The extent to which private enterprise pins Pee en aS ee 
f 17 Managers’ Bureau of the St. Louis (Mis- will be subject to governmental regula- eg oe a on 
id in souri) Chamber of Commerce. tion in the future depends upon the ex- coinineill tenmeenel o PRN ee oy a “ P 
rease Major Nichols pointed to research as tent to which private enterprise fails to Pec P ti “this db for ee na 
t 21 one of the fields in which business can assume a social responsibility for its ac- Gee ee 
5 and manufacturers’ shipments meanwhile 
ered profitably employ the sales forces de- tions, declares Senator Joseph C. O’Ma- sonnel a5 Gn Ga 1 d 
2 : Z : : ; p . ghest volumes on recor 
, in- prived of their normal fields of operation honey in an article published in the Oc- resulting in the smallest expansion in 
rap- by the shortages of materials or govern- tober issue of The New York Certified backlogs recorded for any month of 1941. 
t. ment restrictions. Public Accountant and entitled: “The Sig- 
e de- “During this emergency,” said Major nificance of the TNEC Study.” U. S. Gold Imports Drop 
Nichols, ‘it seems to me that it is highly Pointing that modern American private The Department of Commerce an- 
1e of advisable for us as business men to keep enterprise operates on such an interna- nounced in November that gold imports 
the our names and our regular products be- tional scale, even to the point of selling dropped to $40,443,757 in October, about 
»ffset fore the people, even though we have to or negotiating with both sides of a war $25,000,000 less than in September. Prin- 
rices, been forced to discontinue some of those involving foreign nations, that it is no cipal imports were $16,074,000 from Can- 
yhole products temporarily. .... We must not longer “private” enterprise in the sense ada, $6,151,000 from Australia, $5,550,- 
1 in- permit selling to become a lost art.” that it is not obliged to account for its 000 from Russia, $3,969,000 from South 
actions to society at large. American countries and $3,143,000 from 
in : : “If you want to escape regimentation the Philippines. 
yor. eeaeaitg 002 ia * by government,” stated Senator O’Ma- Foreign gold deposits under earmark in 
: ae Nalin! honey, “you must first stop regimentation the Federal Reserve banks increased $32,- 
ning, The production of electrical equipment by all-powerful ‘private’ business . . _ 230,000 to $2,054,733,000. 
ian and machinery has attained the highest political liberty depends upon economic rsdn tial Gtietinn is 
aa levels on record under the impetus of the freedom, and when men are unable by ities ° 
national defense program, according to an their own unaided efforts to support them- ’ thie 
announcement made by the Department selves, they will turn to some agency or Speaking at the annual dinner of the 
of Commerce early in November. some method or some form of government Institute of Real Estate Management in 
onl The present monthly production rate to gain that support.” Detroit on November 5, Dr. Harold: G. 
Riese for the industry is about $300,000,000, Moulton, a of the Brookings In- 
935, said the department’s Domestic Commerce Record Steel Shipments Pgncoine —— that —— taxes and 
total Weekly, indicating » eotel ontgut for 1941 Shipments of finished steel products by pratt ee Rpt sisige 4 Biernrbesy 
The of more than $3,500,000,000, which com- bsi + : <i Wieden Rites Geil uce the purchasing power of the 40,000,- 
: pares with $2,000,000,000 for 1940 and  SUDSIdlaries of the United States 000 persons in the $3,000 to $10,000 in- 
} per with $2,400,000,000 in 1939, the previous Corporation in October were 1,851,279 come brackets by about 25 per cent. dur- 
16.5 record, Principal increases have been in net tons, a record monthly figure and a ing the coming year. 
motors, generators, transmissions and dis-  84iN of 187,052 tons over September. The Dr. Moulton criticized the govern- 
20 tribution equipment. increase over October, 1940, was 278,871 ment’s farm parity and commodity pur- 
tons. The previous best month was Au- chasing programs as being largely respon- 
Aith: lneuence Utisten Te Mans gust, 1941, with 1,753,665 tons. ; sible for putting the nation “definitely 
loyed Sa Malina For the first ten months of 1941 ship- now in a spiral of rising prices, rising 
, said Probl Pa mae 4 ments were 16,988,715 net tons, compared costs and again rising prices.” 
lunter roblems of insurance buying under : ; 40 period, a gain 5 
 600,- current conditions are to be discussed at pry ene ania prt this 0 Sees Gloomy Railroad Future 
15 to the winter Conference of the Insurance were greater than in any full twelve After the European wat has ended, 
Division of the American Management months in the company’s history to date, predicts Ernest E. Norris, president of 
00 in Association, to be held December 9 and and compare with 15,013,749 tons shipped the Southern Railway, the railroads will 
ee 10 at the Statler Hotel in Cleveland, Ohio. in 1940 and 16,812 650 naiea in 1929 have to face new and serious competition 
clined The Conference will be featured by an hee : from improved highways, from water- 
» ty entire day devoted to “Case Studies in ‘ ways and from bombing airplanes that 
Loss Adjustment.” Authorities on this Inventory Hoarders Are Adding to have been converted to freight carriers. 
ement phase of insurance, representing the buyer, Inflation Trend They will have to pay the highest wages 
she 2, the underwriter and the professional ad- According to a November release of the in their history, he says, and will be 
ranks juster, will go through the process of Department of Commerce, manufacturers obliged to get along with the lowest aver- 
00 in bringing each case to a logical conclu- expanded their inventories substantially age revenue for each ton of freight car- 


sion, step by step. during September, the value of total hold- ried one mile. 
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OUTSTANDING MEETING 
Mr. Arthur R. Tucker 


CONTROLLERS INSTITUTE OF AMERICA: 


In my opinion, the Tenth Anniversary 
Meeting of The Institute was an outstand- 
ing affair. The manifestation of intense 
interest in the meetings, and the subjects 
presented and discussed, gave clear evidence 
of the sincerity of purpose on the part of 
each delegate to the convention. Personally, 
I took away information of much value. 
It was gratifying to learn of the extensive 
work being done by The Institute, in co- 
operation with Congressional Committees, 
on tax and legislative matters. 

It was kind of you to make reference to 
the meeting over which I presided. If it was 
satisfactorily done, I am happy. It was a 
pleasure and a privilege to be able to thus 
participate in the inaugural proceedings of 
the convention. 

Epwarp V. MILLS 
Fireman’s Fund Insurance Company 


CONVENTION ISSUE OF 
“CONTROLLER” PRAISED 


To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


Your attractive Tenth Annual Conven- 
tion Issue of THE CONTROLLER has just 
reached me and I think it is an excellent 
piece of work. The issue commemorating 
our tenth anniversary could easily have 
devoted too much space to records of ac- 
complishment and could even have been a 
little sentimental. You seem to have found 
just the right balance between statements 
of what The Institute has done and impor- 
tant articles of current interest indicating 
what The Institute can do, and there is no 
trace of sentimentality. The several articles 
dealing with defense topics are timely and 
helpful. It is a good job, well done. 

HAROLD DuDLEY GREELEY 
Counsel for The Institute 


HOW TO ANSWER 
THAT QUESTION 


“WHAT IS THE CONTROLLERS 
INSTITUTE?” is a question capably 
answered in the October (Tenth An- 
niversaty) issue of THE CONTROLLER. 
Extra copies, for distribution to busi- 
ness associates or executives in your 
company, are available at 50 cents. 
Contains a history of The Institute, to- 
gether with examples of the work it is 
doing today. 





CONVENTION PROCEEDINGS 
HELPFUL 


To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 


The tenth annual convention was certainly 
a helpful and interesting one and I am look- 
ing forward to the publication of its pro- 
ceedings, as I know it will be helpful to 
refer to it from time to time. 
LAURENCE A. SMITH 
McDonnell Aircraft Corporatioh 


FINE MEETING 


To Harvey M. Kelley 
CONTROLLERS INSTITUTE OF AMERICA: 


I thought we had a fine meeting in New 
York. I enjoyed it very much and was 
glad to see you and Mr. Tucker and the 
rest of the staff again. 

E. STEWART FREEMAN 
Dennison Manufacturing Company 





Be 


AT THE SPEAKERS TABLE re pi 





oy > 





PAPERS AND ADDRESSES 
of The Tenth Anniversary 
| Meeting have been published 
in book form and are being 
sent to members of The In- 
stitute. Price to non-members, 
$1.50. 
| The difficulty of obtaining 
| mailing cartons under defense 
conditions has delayed the 
appearance of this book a few 


weeks, but its contents are 


still of great value to all con- 
trollers. 











Mil- 





ctured (left to right) Douglas 


ler, author of “You Can’t Do Business with Hitler,’ who spoke on 
“Meshing Gears with the Totalitarians’; Verl L. Elliott, retiring 
President of The Institute, who presided as toastmaster; and Dr. Henry 
M. Wriston, President of Brown University, who spoke on “After the 


War, What?” 

















J 7 fies: 
NEARLY FIVE HUNDRED CONTROLLERS MEET AT LARGEST ANNUAL DINNER IN 
HISTORY OF THE CONTROLLERS INSTITUTE OF AMERICA 


Controllers from every Control of the Controllers Institute of America thronged into the Sert Room of 
the Waldorf-Astoria Hotel on the evening of September 30, 1941, for The Institute’s annual banquet. 

By the time dinner was served, tables were crowded closely together to accommodate the unprecedented 
attendance. Reporters from the New York City newspapers and from various business publications, as well 
as members of The Institute’s staff, were served at tables set up outside the entrance to the Sert Room. Dur- 
ing the main addresses of the evening, this entrance was packed with late arrivals and representatives of the 





“ECONOMIC IMPLICATIONS OF PUB- 
LIC UTILITY HOLDING COMPANY 
OPERATIONS With Particular Reference 
to the Reasonableness of the ‘Death Sen- 
tence’ Clause of the Public Utility Holding 
Company Act,” by Mr. Merwin H. Water- 
man, Michigan Business Studies, University 
of Michigan. 

The objectives of the study as outlined in 
the introduction give a concise statement of 
what is undertaken in the study, and it is 
my opinion that an excellent and useful job 
has been done. 

“It is not within the province or abili- 
ties of this writer even to raise questions 
of law or the constitutionality of laws, 
let alone attempting to answer such ques- 
tions. However, it appears to be a matter 
of universal economic and social inter- 
est to raise questions regarding the rea- 
sonableness of laws and their application 
to our economic order and institutions, 
and on this basis the opportunity was 
welcomed to study and report on the 
facts of this particular problem of the 
applicability of Section 11 (b) (1) of the 
Public Utility Holding Company Act of 
1935 to the public utility industry. This 
publication constitutes a report on the re- 
sults of such study and research, and if 
it suggests to jurists, administrators, and 
students of economics and administrative 
law any ideas regarding sound utility reg- 
ulation, its purpose will have been 
served,” 

All of the abuses which the Act seeks to 
correct and all the purposes sought to be 
accomplished seem, Mr. Waterman says, to 
be directly related in varying degrees to six 
factors affecting the consuming public, or 
investors in utility securities, or both. The 
study summarizes these as follows: (1) the 
cost of electricity and gas to consumers; 
(2) economy of management and operation 
of operating companies; (3) economy in 
raising capital for and financial manage- 
ment of utilities; (4) protection of utility 
investments; (5) effectiveness of utility 
regulation; and (6) adequacy and efficiency 
of utility service. 

The Methods of Approach and Analysis 
and the procedural techniques are admirably 
outlined and described so that the trail 
leading to the conclusions reached is well 
blazed and, consequently, of noticeable as- 
sistance in following the logical and sym- 
metrical array of statistics and charts neces- 
sary in a comprehensive study of such a 
large subject. 

The actual number of companies in- 
cluded in the study is 545, and the facts, 
taken from the most authoritative sources, 
are not historical, but as nearly current 
as is possible to obtain. For example, the 
electric bill data are as of January 1, 1940 
and, similarly, other data are as of the lat- 
est possible date to be had. The material 
is, consequently, fresh and timely. 

A comparison of the several aspects of 
utility operation and management as be- 
tween independently operated companies 
and those operated as subsidiaries of hold- 
ing companies is comprehensively and 


clearly set forth in Chapter 2, and it is 
interesting to note that the conclusion is 





REVIEWS of Recent Business Publications 


reached that “There was no evidence that 
the ‘public interest’ as represented either by 
consumers or operating company investors 
was any better served by the independents 
than by the subsidiaries.’ 

Each of the succeeding chapters is equally 
as comprehensive and of interesting clarity, 
and covers in logical sequence the economic 
elements involved in the utility industry 
in the United States. 

The impact of the Public Utility Holding 
Company Act and its “Death Sentence” 
clause is set forth in understandable lan- 
guage. The conclusions and recommenda- 
tions arising out of the study, it seems to 
me, are fairly and soundly arrived at. 

The study should prove both interesting 
and enlightening to persons engaged in the 
utility industry and of value to economists 
and students of economics, with particular 
reference to regulation of large segments of 
business effected with so-called public in- 
terest. Diligent study of the facts pre- 
sented should disclose the marked differ- 
ence between “effective regulation” and 
hampering control by legislative ukase. 


Reviewed by D. J. HENNESSY. 


“THE ACCOUNTING REVIEW,” Vol. 
XVI No. 3, Quarterly Issue of September, 
1941. (Copyright 1941, American Account- 
ing Association.) 


The Quarterly Issue, September, 1941, of 
THE ACCOUNTING REVIEW, published 
by The American Accounting Association, 
offers seven capably written articles on the 
following subjects: 


Is Accounting a Science? by Arthur C. 
C. Kelley 

Bad Debts in the Profit-and-Loss State- 
ment, by Willis Leonhardi 

Accounting Problems in Corporate Dis- 
tributions, by Wilber G. Katz 

Is the Economist Trained To Use Ac- 
counting Data? by William Underwood 

Accounting Implications of the Business 
Cycle, by Harold A. Eppston 

Capital and Revenue Expenditures, by 
Harold G. Avery 

Determining the Effective Rate of Inter- 
est on a Series of Bonds, by Richard 
A. Byerly 


Noteworthy of special attention are the 
articles on Bad Debts, Problems in Corpo- 
rate Distributions, and Capital and Revenue 
Expenditures. 

“Bad Debts in the Profit-and-Loss State- 
ment” is about as exhaustive and intelligent 
a study of the subject as this reviewer has 
ever seen. While the author concludes that 
widely accepted practice of treating bad 
debts as an administrative expense is the 
proper one, he explores intelligently four 
other methods of treatment, viz: as a de- 
duction from sales, as a non-operating ex- 
pense, as a selling expense, and as a charge 
to surplus. 

The article “Accounting Problems in Cor- 
porate Distributions” merits respectable at- 
tention for its clean analysis of the trouble- 
some aspects of corporate dividends and 
treasury stock. Unwarranted and unintelli- 
gent use of Capital or Paid-in surplus is 
justly criticized. Warranting attention are 
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also the comments offered on Capital and 
Surplus in the Balance Sheet, Stock Divi- 
dends, Liquidation Preferences and Stated 
Capital, and Treasury Shares. 

“Capital and Revenue Expenditures” is 
a highly commendable summary of the dis- 
tinctions involved in expenditures related 
to plant or fixed assets. 


Reviewed by G. T. ZIGNONE. 


“THE SINEWS OF AMERICAN COM- 
MERCE,” by Roy A. Foulke, Manager, 
Specialized Report Department, Dun & 
Bradstreet, Inc., New York. Published by 
Dun & Bradstreet, Inc., on the occasion of 
its 100th Anniversary. 418 pages. 

Dun & Bradstreet is commemorating its 
100th Anniversary this year with the pub- 
lication of a volume that will be a credit 
(we're not being facetious) to the most 
fastidious library. Printed on vellum in the 
concern’s printshop and carrying on _ its 
cover a bronze medallion that is a replica 
of ‘“‘Credit—Man’s Confidence in Man,” the 
bas relief by Georg J. Lober, the book’s 
physical beauty is reinforced by a very studi- 
ous and thorough treatment of the develop- 
ment of credit and credit institutions in 
America from the days of its earliest settle- 
ment, written by Roy A. Foulke, Manager 
of the concern’s Specialized Report Depart- 
ment. 

An interesting point brought out in Mr. 
Foulke’s study is that, because of the larger 
use of credit which has been encouraged 
by various institutions, the amount of cash 
used in daily business transactions now is 
probably smaller than it was a hundred 
years ago, when pawnbrokers were among 
the more prominent of credit institutions. 

Credit was involved at the very begin- 
nings of American life, in the settlements 
at Jamestown and Plymouth, Mr. Foulke 
demonstrates: 

“The settlement at James Towne was fi- 
nanced by a chartered organization, the Lon- 
don Company, solely as a_ profit-making 
piece of business, just as a modern corpora- 
tion might undertake a venture in Chile, in 
South Africa, or in Cuba, to earn a profit. 

“The settlement at Plymouth, on the other 
hand, was financed on credit, initially by a 
loan for seven years with a participating 
profit feature. This loan was extended for 
the sole purpose of making profits by 
wealthy London merchants, and the Pilgrims 
were indebted to certain of these particular 
merchants, not for seven, but for a continu- 
ous period of twenty-five long years.” 

The migration of credit to America, its 
development in the colonies, the growth of 
credit institutions, and the history of the 
evolution of credit reporting are outlined 
by Mr. Foulke in considerable detail. Any 
previous impression that the credit reporter 
is a dull, stolid fellow with a flair for add- 
ing and subtracting is dismissed by Mr. 
Foulke’s treatment of this gentleman, who 
often will go out of his way to write a 500- 
word report when 50 words would suffice, 
and who is apt to cram as much local color, 
character analysis, and plain gossip in his 
report as the novelist or short-story writer 
does in twice as many pages. 

“The credit reporter provides the nerve 
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TECHNICAL ARTICLES ON 
SPECIFIC CONTROLLER 
PROBLEMS 


JANUARY 1941 


“Effects on Profit of Changes in Prices 
and Volumes,” by Verl L. Elliott 

“Just What Has Been Done in the Field 
of Amortization, Contracts, Purchas- 
ing,” by Dr. Herbert F. Taggart. 

“Analysis of Excess Profits Tax Act,” by 
Ellsworth C. Alvord. 

“Making Use of Money Saving Ideas in 
Office Operations,” by R. Shull. 

“Establishment Reporting: What and 
Why? Social Security Jottings.” 


FEBRUARY 1941 


“Four Ways of Financing Emergency De- 
fense Plants,” by Dr. Herbert F. Tag- 


gart. 

“Post Mortem Audit Should Have No In- 
flexible Specifications,” by Henry C. 
Perry. 

“Accounting for Physical Property in 
Manufacturing Plants,” by I. OD. 
Dawes. 

“Cashiers Ordinarily Do Not Open Mail, 
Perform Bookkeeping Duties,” by 
Committee on Technical Information 
and Research. 

“Suggested Retroactive Amendments to 
the Excess-Profits Tax Act of 1940,” 
by Committee on Cooperation with 
the Treasury Department. 


MARCH 1941 


“What To Do Now About Last-In, First- 
Out Inventory Method,” by Maurice E. 
Peloubet. 

“SEC ‘Corrects Certain Defects in Ac- 
countants’ Certificates.’ 

“Assessment on Idle Capital by Federal 
Government Advocated,” by N. P. 
Zech, 

“Accounting For Sales of By-Products,” 
by Committee on Technical Informa- 
tion and Research. 

“Details of Plan to Revamp Unemploy- 
ment Tax.” 


APRIL 1941 


“Uses of Pension Trust in Handling Re- 
tirement Problems,’ by Joel H. At- 
wood. 

“Public Accountants Disqualified If In- 
demnified by Client.” 

“Thirteen Features Fairly Common in Re- 
—_ to Employees,” by Irving J. Han- 


“Controller Always Ready to Answer 
Question, ‘How’s Business?’” by 
Daniel M. Sheehan. 

“New Concepts of Accounting Responsibil- 
ities,” by Maurice E. Peloubet. 

“Members of SEC Ruled To Be Immune 
from Suit.” 


MAY 1941 


“Simple Heading For Balance Sheet 
Items.”’ 

“Why the Government Is So Slow in Is- 
suing Non-Reimbursement Certificates,” 
by Paul E. Shorb. 

“Next Steps in Providing Security,” by 
John J. Corson. 

“Whose Balance Sheet Is It?” by Victor 
H. Stempf, C.P.A. 

“Can Single Set of Books Serve Both 
Management and Government?” by 
Herman A. Papenfoth. 


JUNE 1941 


“Accounting Expansion in Defense Indus- 
tries,” by Dudley E. Browne. 

“The Controller and Management,” by 
Rodney S. Durkee. 

“Budgeting For Management Use,” by 
Tohn A. Donaldson. 

“Office Simplicity Gives Management Con- 
trol,” by D. F. Secord. 

“Tax Recommendations Made to Congress 
by Institute’s Committee.” 


JULY 1941 


“Provision for Taxes, or Lack of ” 
Should Be Noted in Reports,” by F. 
Hamrick. 

“Problems Presented by Walsh-Healy Act 
Wage Standards.” 

“Labor Accounting Problems Solved in 
Large Measure by Machines,” by N. E. 
Gauthier. 

“No Valid Method Available for Figuring 

fits on Annual Basis,” by E. Stew- 
art Freeman. 

“Business Forecasting and Budgetary Con- 
trol Pay Big Dividends,” by Edmond 
S. La Rose. 

“Cannot Allocate Costs as Between By- 
Products and Raw Materials.” 

“Problems Presented by Walsh-Healy Act 
Wage Standards,” by Committee on 
Technical Information and Research. 

“A Controller Advises Foremen and Exec- 
utives on Production Problems,” by 
W. J. Jarrett. 


AUGUST 1941 


“How May Extra Compensation Payments 
to Salesmen Be Deferred?” by Com- 
mittee on Technical Information and 
Research. 

“Application for Necessity Certificate 
Must Supply All Details,” by F. E. 
Burnham. 

“Market Surveys and Market Manage- 
ment,’”’ by Wroe Alderson. 

“A Class in Controllership Defines the 
Job,” by Dwight A. Moore. 

“Puzzling Excess Profits Problems Ana- 
lyzed for Controllers,” by Walter A. 
Cooper. 

“What Makes Accountant Professional.” 


SEPTEMBER 1941 


“Five Methods of Paying Bonuses to Fac- 
tory Foremen for Efficiency,” by Com- 
mittee on Technical Information and 
Research. 

“Why Companies Are Buying Tax Notes.” 

“Institute Opposed to Some Proposed 
Amendments of Securities Acts.” 

“Clarification of New Revenue Act Asked 
of Senate Finance Committee.” 

“A Treasurer Looks at the Practical Op- 
eration of Credit Departments,” by 
Henry C. Perry. 

“Omission of Analysis of Registrant’s 
Surplus Accounts Not Permitted,” by 
William W. Werntz. 

“Accounting Procedure in Barter Transac- 
tion is to Record Demonstrable Loss, 
Not Unrealized Profit,’ by Committee 
on Cooperation with the Securities and 
Exchange Commission. 


OCTOBER 1941 
(ANNIVERSARY ISSUE) 


“Tax, Personnel, and Procurement Prob- 
lems of Defense Production,’? A Cin- 
cinnati Control Round-Table Discus- 
sion. 

“How Successful Controllers Are Trained.” 

“Law Being Made on ‘Cost-Plus’ Con- 
tracts.” 





Was It Worth $4? 


Time To Take Inventory! What did your $4 subscription 
to THE CONTROLLER bring you in 1941? 


“Selling Defense Bonds Through Pay Al- 
lotment Plans,” by Harry C. Gretz. 
“The Calendar Year vs. Natural Business 
Year.” (Plus Complete Anniversary 
Section, and History of The Institute.) 


NOVEMBER 1941 


“The U. S. Treasury Counsel Looks at the 
a Revenue Act,” by Thomas Tar- 
eau, 

“Which Development Expenditures Are 
Expense and Which Capital?” by Com- 
mittee on Technical Information and 
Research. 

“The ‘Cost-Plus’ Contractor’s Profit De- 
pends on His Controller,” by Laurence 
A. Smith, 

“Production and Personnel Problems of 
the Controller in Defense Work,” a 
San Francisco Control Round-Table 
Discussion. 

“Some Cuff- Notes for ‘Cost-Plus’ Contrac- 
tors 


“The 5 ee Between Auditor and 
Controller.” 


DECEMBER 1941 


“—_ Controller’s Task,” by Henry C. 

erry. 

“Where is the Line Drawn Between 
Duties of Treasurer and Controller?” 
by Committee on Technical Informa- 
tion and Research. 

“Proper Balance Sheet Treatment of Fed- 
eral Income Tax Anticipation Notes,” 
by Committee on Technical Informa- 
tion and Research. 

“Research Begun on Retail Price Indexes; 
May Make ‘Last-In, First-Out’ Method 
Useful to Retailers.” 

“Some Financial and Cost Problems Con- 
fronting Management,” by G. M. Pel- 
ton. 

“Certificate of Non-Reimbursement Pro- 
cedure, Tax Amortization Law, Simpli- 
fied by New Bill.” 


ARTICLES ON ECONOMICS: 


(A field in which the controller must be 
up-to-date) 
“La Rose Predicts Gain of More Than 
Eleven Per Cent. in 1941 Business” 


(Jan.). 

“For Controllers Only: A Realistic View 
of Production for Living and Defense, 
Aid, and If Necessary, War,” by 
Franzy Eakin (Feb.). 

“The Stake of American Business in World 
Affairs,” by E. Leuenberger (Mar.). 
“Some Economic After-Effects of the War,” 

by Richard L. Johnson (April). 

“Financing Defense,” by W. Randolph 
Burgess, Ph.D., LL.D. (May). 

“The Effect of the Defense Program on 
the National Income,” by Dr. Rufus 
Stickney Tucker (May). 

“The Economics of the Defense Program,” 
by Professor C. Sauvain (Aug.). 
“Ts Political Banking Cause of Booms and 
Depressions?” by W. G. Kahlert 

(Sept.) 

“Defense, "Business, and Democracy,” by 
Franzy Eakin (Oct.) 

“Industry and the Defense Program,” by 
P. A. Hoyt (Oct.). 

“The Problems of a Post-War + aateaaaaeal 
by Bradford B. Smith (Nov.) 

“Inflation As It Affects Business and The 
Controller,” by E. H. Tucker (Dec.). 


EVERY MONTH 


Reviews of Recent Business Publications. 

Brief Items of Interest to Controllers and 
Financial Officers. 

Editorial Comment. 

Institute Activities. 





(For a complete picture of The Controller in 1941, 
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see the Index in this issue) 








“Please bring the 1880 ledger. . .” 


That record comes, clean and clear, as though it had been written yester- 
day, preserving down through sixty years a vital entry to prove an all- 
important point today. Clean and clear — because it was written on a 
durable L. L. Brown record paper. The records you make today grow in 
importance. . . are increasingly subject to more frequent inspection. Keep 
them ... safely ...on L. L. Brown record papers. More and more bankers, 
business men, and accountants are choosing these papers that have proved 
unquestionably their ability to withstand tough, constant handling. 


tial 


From every L. L. Brown record paper you can count on a perfect surface 
for writing and typing, for erasure and re-writing. You can be sure of uni- 
formity and durability. Nearly a hundred years of making only the finest 
papers give you sound ground for expecting much more from L. L. Brown 
record papers. And yet, the use of these papers increases record costs not 
at all in comparison with papers of similar rag percentage . . . by only the 
minutest fraction in comparison with cheap papers. Your printer will be glad 
to see that your record forms and books come to you on these fine papers! 


... for your correspondence! 

Written on a substantial, full-bodied 
L. L. Brown bond, your letters carry an 
immediate, favorable impression of you 
and your organization to the persons who 
receive them. Ask your printer to show 
you your letterhead on one of these pres- 
tige-building letter papers. 


& 
~ us 


FREE! . . . This newest L: [; BRO \ \ N 
OR so booklet (read- 
ing time about 8 minutes) 
a aig iy ahead PAPER COMPANY 


perior records, more im- - . 
pressive stationery at Established in 1849 


microscopic ...if any... 
extra — heed — Adams, Massach usetts 
please ask for booklet B, 
“MUCH for a mite.” Papers for Dependable Records, 


Impressive Correspondence 
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system through which the pulse of active 
business is recorded. . . . (He) is a serial 
writer whose story is never finished until 
the business enterprise withdraws from the 
commercial or industrial struggle, until it 
is merged, consolidated, voluntarily liqui- 
dated or until it falls into the chasm of 
bankruptcy. 

“Like a ‘continued story’ the credit re- 
port increases in interest as the character 
of the owner, of the partners, or the presi- 
dent of the corporation unfolds, developing 
strength or weakness as obstacles to prog- 
ress and profits are encountered.” 


Reviewed by J. LONGAN HAUER. 


“CCH FEDERAL TAX COURSE,” by 
George T. Altman. Published by Commerce 
Clearing House, Inc., New York, Chicago, 
and Washington. Approximately 1500 
pages. 

Based upon Altman’s Introduction to Fed- 
eral Taxation, the ‘CCH Federal Tax 
Course” has been completely revised and 
expanded to reflect present day tax trends. 

This training course is designed to pro- 
vide special assistance in the study of fed- 
eral taxation, a field in which law, account- 
ing and business principles are blended. To 
illustrate the salient features of the federal 
tax laws, there are scores of problems pre- 
sented here, with solutions appropriately 
indicated. For guidance and instruction in 
the preparation of returns, the course pro- 
vides specimen filled-in return forms with 
detailed explanations of all entries, as well 
as a carefully selected group of practice ex- 
ercises. Full official texts of the income 
tax and excess profits tax regulations are 
reproduced, with pertinent Code provisions 
supplied in an accompanying book entitled 


“INCOME, ESTATE AND GIFT TAX 
PROVISIONS OF THE INTERNAL REV- 
ENUE CODE, As Amended to October 1, 
1941.” 

The course is arranged in one compact, 
semi-flexible binder, the contents of which 
are organized in divisions, each identified 
by colored guide cards. A topical index 
and case table round out the book’s useful- 
ness. 

The Code Book accompanying the course 
is a compilation of the Income, Excess Prof- 
its, Capital Stock, Estate, Gift, and Stamp 
Tax Provisions of the Internal Revenue 
Code, as amended to date, supplemented 
with tax-rate tables, and a finding list show- 
ing the Code sections added or amended by 
the federal Revenue Act of 1941. 


Reviewed by J. LONGAN HAuER. 


“AIR MAIL PAYMENT AND THE 
GOVERNMENT,” by F. A. Spencer. Pub- 
lished by The Brookings Institution, 
Washington, D.C. 402 pages. $3.00. 

Anyone interested in knowing why he 
spends six cents for an air mail stamp will 
find the answer in “Air Mail Payment 
and the Government,” and should not be 
surprised to find the answer a very long 
and complicated one. 

Mr. Spencer has studied the problems 
of air mail compensation perhaps more 
thoroughly than any previous writer. Al- 
though he does not attempt to cover the 
whole field of air transport, he treats ex- 
haustively that part of it which is con- 
cerned with the place of air mail pay in 
the development of commercial transpor- 
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The Boss i 


his conscience 
hurt him! 


q e 











e “You know how Bosses are! 


e “Mine tries to act pretty hard-boiled — but the 
other day he broke down and admitted his con- 
science hurt him, for loading so much figure work 
on me. Said I’d done a wonderful job, and all. 


e “And then my conscience hurt me — because 
I didn’t tell him that with that new Model M Compt- 
ometer, it wasn’t any trick at all to turn out all that 
extra work in record time! I didn’t explain how the 
Comptometer’s exclusive Controlled-Key safeguard 
eliminates operating errors, and how the no-glare 
answer dials, and the elimination of answer-dial 
zeros that aren’t part of the actual answer, make 
correct answer-reading easier and faster! In fact, I 
didn’t tell him about any of the Comptometer’s 
exclusive advantages! 


e “T figure I might as well take the credit now — 
because he’ll find out soon enough that the Compt- 
ometer handles more figure work in less time at 
lower cost!” 


¢ May a Comptometer Co. representative show 
you —in your own office, on your own work — 





how Comptometer adding-calculating machines and 
methods can effect worth-while economies in the 
handling of your figure work? 


¢ Telephone him . . . or, if you prefer, write to 
Felt & Tarrant Mfg. Co., 1734 N. Paulina St., 
Chicago, Il. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


ADDING-CALCULATING MACHINES 
519 








The Controller, December, 1941 








THEY PAY THEIR WAY ON 


INVENTORY 
CONTROL 





With McBee Keysort, Unit Analysis and Waxspot 
on the inventory job, operating statements are accurate 
and buying is under absolute control. The inventory 
control includes: 
Daily “up to last night” balance of every 
item in stock, after all entered orders have 


been_shipped. 
e) Daily analysis and summary of items that fell 


below minimum stock. 





Individual items and total inventory evaluated 
at “cost” or “market” at the close of each 
costing, or closing period. 


Daily and month-to-date summaries of 
disbursements (sales and “free goods”) 
receipts and returns on each stock item. 


... all without making any changes 
in present order, billing or stock 
room procedures, and without 
requiring trained operators. Ask the 
McBee representative. 


Se 

















THE MSBEE COMPANY 


General Offices: Athens, Ohio 


Sales Offices in Principal Cities 



























































tation, and the relationship between the 
government and the airlines in connection 
with the determination and adjustment of 
air mail pay. 

Those sections devoted to control of ac- 
counting practices and the important role 
which depreciation policies play in the 
rate structure of air transportation will 
prove interesting to all controllers. Mr. 
Spencer investigates the question of 
whether a company gains or loses by be- 
ing overly conservative in making allow- 
ances for depreciation, and does not come 
up with a categorical answer. When a 
piece of equipment, such as an airplane, 
is depreciated over a two- or three- or 
four-year period, it is obvious that an 
error of one year in the estimated life 
cycle will make a much larger percentage 
difference in the amount charged to de- 
preciation than in the case of equipment 
with a longer life, such as a railroad car. 
This accounting situation has occupied a 
good deal of the time and study, and 
caused a great many of the headaches of 
the regulatory bodies assigned to keep the 
cost of the postage stamp down. 

Included in this volume is a complete 
analysis of all the decisions of the Civil 
Aeronautics Board (and its predecessor 
Civil Aeronautics Authority) which deal 
with the adjustment of air mail compen- 
sation from its inception to the date the 
book went to press, and all the decisions 
of the Interstate Commerce Commission 
dealing with air carriers from 1935 to 
1939. 

Reviewed by J. L. HAuER. 


“WAGE-HOUR RECORDS, What Records 
To Keep and How To Keep Them.’ Pub- 
lished by The Bureau of National Affairs, 
Inc., 2201 M Street, N.W., Washington, 
D.C. 23 pages (two columns to the page). 
$1. 
This booklet outlines the general require- 
ments of the Wage-Hour Law, indicates 
fully what information and data must be 
contained in the employer's records, the 
length of time records shall be preserved, 
location and inspection of records, reports 
on records, granting of exemptions, and 
procedure for revision of regulations. 

In the back of the book, some sample 
payroll forms have been prepared. These 
are designed to obviate the need for record- 
ing all the information required each time 
the employer makes up his weekly, semi- 
monthly or monthly payroll record. Items 
which change only occasionally or not at 
all during each employee’s period of em- 
ployment are carried on a separate personnel 
record. Detailed information as to each 
employee’s hours and earnings is recorded 
on individual weekly time sheets. In the 
payroll record itself appears only such in- 
formation as is necessary to determine each 
employee’s total compensation for the pay 
period. The specimen records are those of 
a company which pays its employees once 


a week. Reviewed by J. L. HAurr. 


“TAX YIELDS, 1940,’’ Published by the 
Tax Institute, University of Pennsylvania. 
160 pages, 137 tables, 12 maps and charts. 
Cloth-bound. $2.50. 

Controllers who think that the history of 
tax collection has anything to do with its 
future will be interested in this latest ref- 
erence book of tax collection statistics, 
















>» the 


plete 
Civil 
>SsOr 
deal 
— 

the 
ions 
sion 
5 to 


cords 
Pub- 
fairs, 
oton, 
ge). 


” oe - ALL THREE ARE ESSENTIAL 


cates 
t be 
the 
= It takes figures—accurate and up-to-the-minute—to make pro- 
ena New and Timely ; : , 
Information on These duction plans ... to keep materials moving toward scheduled 


mpl : 
ese Subjects Now Available points of assembly ... to meet payrolls promptly ... to provide 


* 4 

— Yours for the Asking management with the statistical controls on which to base quick 
tems nee : 
tat decisions. Today, when minutes count, both government and 


em- MATERIAL CONTROL 
nnel 


each COST RECORDS. 


— PAYROLL RECORDS 


1 in- EARNINGS CALCULATION 
each : AND ACCRUAL 


a Ue PURCHASE AND PAYMENT 


e of 
once RECORDS 


R. EXPENSE DISTRIBUTION 
ie STATISTICS 
ania. . ~~ BUDGETARY CONTROL 


arts 














industry are using Burroughs Statistical, Forms Writing, Book- 
keeping, Calculating and Adding Machines to meet these vital 
figuring needs in less time, with less effort, and at less cost. 


BURROUGHS ADDING MACHINE COMPANY 
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The handful of brains that will help write the peace 


This 24-pound handful of steel... Remington Rand’s famed 
Printing Calculator ...is a mechanical wizard with a one-track 
mind: Jts only job is to save figuring time. Thousands of them 
today are doing this job superlatively well. @ Jt saves figuring time 
because it’s 100% efficient ... the only calculator that can put 
in a full 8 hour day with no time out for reading the answer 
from dials, copying it down and doing the problem a second 


time to prove accuracy. That’s because it prints the answer on 


tape...not only the answer, but all factors of every division and 


multiplication problem as well... permanent proof, the first time, 
of the accuracy of your work. @ Jt conserves vital raw materials 
right now when “fewer machines must do the same job.” The 
Printing Calculator does the work of two machines...an adder 
and a calculator. The materials it saves, by eliminating the need 
for both kinds of “part-time” machine, are a direct gain for 
defense production ... and it is America’s genius for 
production, speeded by business machines like 

the Printing Calculator, that will inevitably 

enforce peace in this warring world. 

Remington Rand Inc., Buffalo, N. Y. 


See...try...buy...the ONLY calculator 
that prints as it divides automatically, 
as it multiplies electrically, 
as it adds and subtracts... 


The 
Remington Rand 


Printing 
Calculator 


which is even more ambitious than the four 
previous presentations by the same com- 
pilers. The new volume includes federal 
tax collections for a thirty-year period, 1911 
to 1940, and state and territorial collections 
for a ten-year stretch, 1931 to 1940. 

Of interest to those with special tax 
problems are the tables of yields by types of 
taxes. The income tax expert, for ex- 
ample, may be interested in collections for 
this particular tax tabulated both by in- 
dividual states for the ten-year period, and 
summarized by total yield for all states. 
He will find a federal table giving yields 
for this tax each year since 1914, the year 
it was first levied for individuals, and 
from 1911 to 1940 for corporations. Simi- 
lar tables are presented for other major 
taxes. Percentage tables, showing pro- 
portionate yield of each tax, are included. 

Of especial interest should be the 
World War period, 1914 to 1920, with its 
demonstration of emergency revenues. The 
tables on federal data are classified uni- 
formly for the various years and should 
be helpful to anyone wishing to trace the 
ebb and flow of federal tax revenues over 
the last 30 years. 

Reviewed by J. L. HAUER. 


“THE PRESIDENTS AND CIVIL DIS- 
ORDER,” by Bennett Milton. Rich. Pub- 
lished by The Brookings Institution, Wash- 
ington, D. C. 235 pages. $2. 

If any criticism may be made of a study 
so comprehensive and unbiased as this by 
Mr. Rich, it has to do only with objectives. 
For, while he goes into detail in the han- 
dling of civil disorders by various of the 
Presidents, Mr. Rich leaves this reader ask- 
ing: ‘““What were the effects of armed Fed- 
eral intervention upon the cause of each 
civil disorder? Did sending of troops into 
areas of disorder cure or merely alleviate 
the circumstances leading to riot or rebel- 
lion? Following occupation by troops and 
the restoration of order, was a genuine solu- 
tion of the problem involved made by 
compromise, or the complete victory of one 
side, or was no real solution arrived at— 
in other words, is suppression of disorder 
historically the end in itself?’ 

Mr. Rich’s work appears at a time when 
the government has already used the Army 
to preserve order (or rather to maintain 
production) in North American Aviation, 
Inc., with the probability that similar steps 
may be taken in the near future for the 
same reason—national defense. That is 
why this reviewer would like a little more 
information on the efficacy of the United 
States Army in putting an end to the causes 
of “civil disorder’ (a phrase which, cer- 
tainly, covers a multitude of social and 
political dislocations and indicates an un- 
desirable extension of an unrest that may 
be in itself to the public’s good or detri- 
ment). 

“The Presidents and Civil Disorder,” 
nevertheless, is an enlightening report of 
the caution traditionally practiced by Ameri- 
can Presidents in the use of the Army to 
repress internal strife. In nearly every case, 
troops have been used only as a last resort, 
and in a surprisingly large number of cases 
(particularly that of North American Avia- 
tion, Inc.) the use of troops seems to have 
in itself effected a tolerable peace between 
the dissenting parties, although Mr. Rich 
does not elaborate on how long the peace 





You can get 


an A-1-a RATING on 
FACTS! 





Boe Factpower is as important as manpower to Na- 
tional Defense .. . and you can choose your own 
| | priority rating! 

In the forest of facts created by today’s all out 
efforts it becomes increasingly difficult to isolate the 
important from the trivial . . . hours may be spent 
searching a ream of records to locate a single essen- 
tial detail... or important facts may remain buried and 
result in costly slow-ups. 


SPOTLIGHTING FACTS 


Remington Rand, in co-operation with leading 
defense manufacturers and service executives, has 
developed plans for speeding and controlling the 
recordsof PRODUCTION, PROGRESS, PLANNING, 
INVENTORY, MATERIALS SCHEDULING, PRI- 
ORITIES, PROCUREMENT and PERSONNEL AD- 
MINISTRATION ... plans that create control, elim- 
inate guessing. Bring to the surface hidden facts, pre- 
vent delays. Speed production, cut costs. 

Remington Rand’s “Machinery of Management” 
spotlights all the facts!—and is vital material for the 
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maintenance of efficient service! Reduced to an ab- 
solute minimum is the time spent by executives in 
analyzing manufacturing conditions from ordering 
and raw materials to finished assemblies and shipping 
dates . . . decimated is the time spent in clerical super- 
vision . . . Clerical efficiency is, in a great many Cases, 
doubled . . . routines become routine—actions that 
should be automatic are automatic—nothing is left to 
chance, gamble, guesswork—important facts can’t be 
overlooked! 


REMINGTON RAND KNOWS THE 
ANSWERS TO YOUR RECORD PROBLEMS 


Remington Rand Safe-Cabinet equipment and KAR- 
DEX Visible Systems of Control serve in all defense 
industries. For some company somewhere we've un- 
doubtedly helped solve the record problem most vex- 
ing to you today. Too, we probably have a printed, 
illustrated educational release that supplies the full 
story in an easily read and digested fashion. Write us 
today about your most pressing record problem. Let 
us prove to you we can “deliver the goods”! Remington 
Rand Inc., Buffalo, New York. Branches Everywhere. 
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TO SPEED and SIMPLIFY 
FIGURE-WORK! 


Like "Minute Men", Marchant's that it can be kept constantly busy 
advanced features are always on —on any and every kind of figuring 
the alert ... instantly in action at =... and is so simple to operate that 
your command — assuring positive even the novice quickly becomes an 
accuracy, efficiency and economy __ expert. 

in handling figure-work. ae Ser aM Yeap 
Here is the one calculator designed = and you'll get Marchant! 

to meet both the emergency and 

the regular figure-work demands of 

today. Marchant is so complete 


MAKCHANT 
_ feioniéjooeds (NLLULATORS 


MARCHANT CALCULATING MACHINE COMPANY 
Home Office: Oakland, California, U.S.A. 


Sales Agencies and Manufacturer's Service Stations in All Principal Cities Give Service Everywhere 
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endured or whether a peace arrived at in 
such a manner has been equitable to all 
sides. 

The Whiskey Insurrection, the Dorr Re- 
bellion, the Great Railroad Riots of 1877, 
the Pullman Strike, the Bonus Marchers, 
and the strike at North American Aviation 
are instances of the ground covered by Mr. 
Rich. These domestic disorders range from 
early assaults on the government itself to 
those later foments arising out of social and 
industrial conditions. Emphasis is placed 
upon the use which Presidents have made 
of the Army and the behavior of the Army 
in areas of occupation, as well as the tech- 
nical details involved in the decision of a 
President to use armed force and his legal 
authority to do so. 

In general, the Presidents have used their 
military authority wisely and conservatively 
and the troops have demonstrated such au- 
thority to be compatible with a Democratic 
government. There are exceptions to this 
rule, however, and Mr. Rich has not babied 
any private generalizations on his subject to 
the point of eliminating or even minimiz- 
ing these exceptions. 

“Where violence seems imminent,” states 
Mr. Rich, ‘‘the chief executive is beseiged by 
individuals and various pressure groups who 
desire him to intervene. Obviously, he can- 
not send the army to every spot where dis- 
order threatens. Not only would he be as- 
suming a function which has always been 
recognized as the prerogative of the states 
but he would, by constant use of the troops, 
endanger popular respect for the armed 
forces of the United States To use 
the troops only when no other solution 
seems possible has been the most frequent 
presidential practice—a practice the value 
of which is attested by the fact that it has 
met with complete success.” 


Reviewed by J. LONGAN HAUER. 


“THE INDEPENDENT REGULATORY 
COMMISSIONS,” by Robert E. Cushman. 
Oxford University Press, New York City 
and London. 761 pages. $5. Beginning 
with the Interstate Commerce Commission, 
appointed in 1887, and following through 
to The National Relations Board, appointed 
in 1935, this volume outlines the important 
role played by independent regulatory com- 
missions in our national government, and 
tries to appraise their status and their rela- 
tions to Congress, the President, and the 
courts. 


“THE TAXATION OF WAR WEALTH,” 
by J. R. Hicks and collaborators. Published 
by Oxford University Press, Long, 1941. 
304 pages. 12s 6d. 


“THE DEVELOPMENT OF AMERICAN 
INDUSTRIES; Their Economic  Signifi- 
cance,” edited by John George Glover and 
William Bouch Cornell. Published by 
Prentice-Hall, Inc., New York, N. Y. 1033 
pages. $5.50. The text has been com- 
pletely revised and brought up to date to 
include social, economic and _ business 
changes since 1932. 


“THE ECONOMIC ALMANAC FOR 
1941-42.” A handbook of facts about busi- 
ness, labor and government in the United 
States and other areas. Published by the 
National Industrial Conference Board, 247 
Park Avenue, New York City. Clothbound. 


$4. 








at in 
to all 


rr Re- 
1877, 
chers, 
iation 
y Mr. 
from 
elf to 
il and 
laced 
made 
Army 
tech- 
of a 
legal 


| their 
tively 
th au- 
cratic 
» this 
yabied 
ect to 
1imiz- 


states 
ed by 
s who 
e can- 
e dis- 
be as- 
been 
states 
roops, 
armed 
oO use 
lution 
quent 
value 
it has 


ER. 


“ORY 
hman. 
- City 
nning 
ssion, 
rough 
vinted 
ortant 
com- 
, and 
- rela- 
d the 


INDUSTRY FORGES AHEAD 


WITH FACTS 


American industries which, directly or indirectly, are contributing to the 
success of our great program of Defense, must have facts for progress. Be- 
fore a ship’s keel is laid, before a plane is started on a production line... 
even before ore is mined or metal is poured, facts and figures must be ob- 
tained. Modern business machines and methods provide those facts. They 
furnish, with speed and accuracy, the records and reports, the analyses and 
statistics which help to guide, direct, and control the forward march of 
industry . . . industry which is vital to our American unity of purpose. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
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“FEDERAL FINANCES IN THE COM- 
ING DECADE,” some cumulative possibili- 
ties, by Carl Shoup. Published by Colum- 
bia University Press, New York City. 126 
pages. $1. 
“ARBITRATION IN ACTION,” by 
Frances Keller. Harper & Brothers, New 
York City. 396 pages. $3.50. For busi- 
ness men, laymen, lawyers, labor officials. 
A guidebook on arbitration of commercial 
and industrial labor disputes. 


“THE STRUCTURE OF THE NAZI 
ECONOMY,” by Maxine Yaple Sweezy. 
Harvard University Press, Cambridge, Mass. 
272 pages. $3. 


“THE USE TAX,” by Maurice Criz. A 
study of its history, administration and 
economic effects. Publication No. 78 of the 
Public Administration Service, 1313 East 
Sixtieth Street, Chicago. $1.50. 


“WHAT WILL INFLATION AND DE- 
VALUATION MEAN TO YOU,” by 
D. G. Ferguson and others. Published by 
the American Institute for Economic Re- 
search. 144 pages. Paperbound. $1. 


“FINANCIAL STATEMENT ANALYSIS,” 
by John N. Myer. Prentice-Hall, New York, 
1941. 250 pages. $3.25. Workbook, with 
questions on each chapter. $1.00. 





““WAR PROBLEMS OF BUSINESS AS 
THE CONTROLLER SEES THEM,” 
report of a Conference of Control- 
lers (1940). 72 pages. $1.25. 

One hundred controllers discuss 
war contracts with the U. S. and other 
governments, the Neutrality Act, and 
foreign subsidiary accounting. Prac- 
tical, straight-from-the-shoulder ma- 
terial. 


“BUDGET METHODS AND _ PRO- 
CEDURES OF MANUFACTURING 
COMPANIES,” report of a Confer- 
ence of Controllers (1939). 40 
pages. $1.00. 

Budget procedures of 13 great 
American companies. Sales budgets; 
Production operating budgets; Ma- 
terials budgets; Labor budgets; Main- 
tenance budgets; Advertising budgets; 
Physical property budgets; The Cash 
Forecasts. 


Controllers: Your Time Today is Limited! 
Have You These Technical 
Reference Books Within 
Easy Reach? 





“CONTROLLERS’ MANUALS OF IN- 
STRUCTION,” by The Institute’s | 
Committee on Technical Informa- | 
tion and Research. 72 pages. One | 
Dollar. 

Answers these questions: 

1) When are manuals useful? 

2) How detailed should your manual 
be? 

3) How much should your manual 
cost? 

4) How much work and money should 
it take to keep your manual up-to- 
date? 

5) How does size of company affect 
need for and form of your manual? 

6) How should plant, branch office | 
and general office manuals differ? | 

7) How many companies use man- | 
uals? | 

8) What forms do they find most suc- 
cessful ? 





| “CONTROLLERSHIP: ITS FUNCTIONS AND TECHNIQUE,” by John H. Mac- | 
| Donald. Cloth bound. 134 pages. $2.00 plus 8 cents postage. (Published in | 
| 1940.) The first and the most author'tative book ever written on controllership. 
| Essential reading for a knowledge of the status of controllership today. | 








| Order Now While There Are Copies in Stock! | 


THE CONTROLLERS INSTITUTE OF AMERICA 
ONE EAST FORTY-SECOND STREET 


NEW YORK CITY 
















































The Controller, December, 1941 


Letter to the Editor 

(Continued from page 509) 
to take care of things next March 15. At 
the same time we are doing our best—in 
every legal manner—to see that a little bit 
of the filthy lucre sticks in passing. My 
burning ambition is to pay off every cent of 
indebtedness, provide for necessary income 
tax payment and try to get just a little 
bit ahead for the bump that will surely 
come sooner or later. In our small way I 
presume we are gambling just about as 
much as you are although we talk in terms 
of hundreds where you think of millions. 
We are gradually but steadily increasing 
remuneration to the men and enjoy giving 
them everything we can possibly spare— 
so far without any compulsion of any kind. 
We have added quite a bit of equipment 
this year that really gives us a splendid 
little plant. The actual cost plus tax on 
same is provided for in the contracts we'll 
complete before the year ends, leaving an 
additional margin of profit. Under these cir- 
cumstances—if I’m right—I don’t see how 
we can lose. 

“I continue to hope that I can occasion- 
ally have a good talk with you as in the 
past. I would so much like to have you 
see our place again. It has been a very long 
time. I hope you'll keep me in mind for at 
least a brief visit the next time you are in 
this part of the country.” 


If there is a thought in the foregoing 
from which you can build up a read- 
able article for THE CONTROLLER, I 
shall be very happy for having brought 
it to your attention. 

P. J. URQUHART 

Aluminum Company of America 





| FINANCIAL AND COST 
PROBLEMS 


(Continued from page 497) 











tion, or to stabilize prices, costs and 
profits through unwise legislation, or 
monopolistic control, for the purpose 
of sustaining life by artificial means. 
The law of supply and demand is the 
mechanism required to maintain indus- 
trial balance. Any company which can- 
not meet this fundamental economic 
law cannot long survive. 


GOVERNMENT MATURITIES 
MORE THAN TWO BILLION 
IN YEAR 

Direct obligations of the United 
States Government in the hands of the 
public which were due to mature in 
12 months, amounted to $2,288,079,- 
000 on November 18, 1941. They 
consisted of Treasury notes, non-inter- 
est-bearing discount bills. 
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Committee on Cooperation with 
War Program Being Formed 


The National Board of Di- 
rectors of The Controllers Insti- 
tute of America has authorized 
formation of a Committee on Co- 
operation with the National War 
Program. Mr. H. Parke Thorn- 
ton, controller of the White 
Motor Company of Cleveland, 
has accepted appointment as 
chairman of this committee. Ten- 
ders of appointment to the com- 
mittee are going out this month. 

There are many ways in which 


it is believed controllers may as- 
sist in speeding up production by 
bringing about prompt handling 
of the complex problems with 
which many manufacturing com- 
panies are faced in their dealings 
with governmental agencies. 

Exchange of experiences and of 
information concerning proper 
compliance with government reg- 
ulations in the handling of con- 
tracts, will be encouraged. 


Committee on Post-War Problems 
of Controllers Being Organized 


Formation of a Committee on Post- 
War Problems of Controllers has been 
authorized by the National Board of 
Directors of The Controllers Institute 
of America. Mr. Frank J. Carr, con- 
troller of American Steel and Wire 
Company, of Cleveland, the first presi- 
dent of The Institute, has been ap- 
pointed chairman of that committee. 
Tenders of appointment to the com- 
mittee are being sent out. 

The Board of Directors feels that 
the studies and reports to be made by 
this committee will constitute one of 
the most important and productive un- 
dertakings ever entered upon by The 
Institute. 

What a controller may do now in an- 
ticipation of the end of the war, as 
well as what steps he and his company 
may take now, during this immediate, 


critical period, will form the basis, ac- 
cording to present plans, of the studies 
which this committee will make. Some 
of the phases of the general subject 
are, the inflation problem, tax pyra- 
miding, government controls, spotty 
unemployment in companies affected 
by priorities, labor strength and activ- 
ity, and industrial activity. 

What will happen to the economy of 
the country after the war, the prospects 
as to volume of business and as to 
violent swings upward or downward, 
or a possible return to normal cyclical 
swings, will be studied, in the light 
of developments during the coming six 
months. It is realized that whatever 
foreknowledge of these changes con- 
trollers may gain will be of inestimable 
value to their companies. 


Annual Meeting Sept. 21-23, 1942 


been fixed as September 21-23, 1942. 
The sessions will be held at the Palmer 
House, Chicago. 


It is announced that the dates for 
the Eleventh Annual Meeting of The 
Controllers Institute of America have 
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NEW MEMBERS ELECTED 


At a meeting of the Board of Directors 
of The Controllers Institute of America 
held October 31, 1941, the applicants 
named below were elected to active mem- 
bership in The Institute: 

THomAs H. BATESON 
Builders Iron Foundry, Providence, Rhode 
Island. 

ANDREW J. BRUEGGEN 
American Brakeblok Division—Ameri- 
can Brake Shoe and Foundry Company, 
Detroit. 

JosEPH P. CHRISTIANSON 
The Morris Plan Corporation of America, 
New York City. 

C. E. CONAWAY 
The Schiff Company, Columbus, Ohio. 

RoBert L. CONLIN 
Doubleday, Doran and Company, Inc., 
Garden City, New York. 

Harry N. Cotte 
The Tupman Thurlow Company, Inc., 
New York City. 

FRANK E, CuRRAN 
Mock, Judson, Voehringer Company, 
Inc., Greensboro, North Carolina. 

HucH C, DUNCAN 
Bundy Tubing Company, Detroit. 

CHARLES N. EITZE 
The William Schluderberg-T. J. Kurdle 
Company, Baltimore, Maryland. 

EDMUND J. FITZGERALD 
Gibbs & Company, Chicago. 

Harry C, GRETZ 
American Telephone and _ Telegraph 
Company, New York City. 

RoBERT B. HAMILL 
Swindell Brothers, Inc., Baltimore, Mary- 
land. 

J. H. Harpy 
The Chattanooga Medicine Company, 
Chattanooga, Tennessee. 

R. B. HENLEY 
Oliver Iron Mining Company, Duluth, 
Minnesota. 

NorMAN A. JACKSON 
Chester H. Roth Company, Inc., New 
York City. 

RALPH KENNON 
Investors Syndicate and Affiliated Com- 
panies, Minneapolis, Minnesota. 

HENRY S. KOEPCKE 
A. J. Rife Construction Company, Dallas, 
Texas. 

Mires E. LAMPHIEAR 
Mutual Broadcasting System, Inc., Chi- 
cago. 

Harry E. MALMFELDT 
Price Candy Company, Kansas City, Mis- 
souri. 

Ropert E. McDavip 
The American Brake Shoe and Foundry 
Company—Kellogg Division, Rochester, 
New York. 

FRANK E. MICHEL 
United Parcel Service of Pennsylvania, 
Inc., Philadelphia. 

WiLtiAM M. MorGaNn 
Federal Milk Market 
Chicago. 


Administrator, 
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CLARENCE B. NICKERSON 
Greenfield Tap and Die Corporation, 
Greenfield, Massachusetts. 

Roy E. PARR 
Phillips Petroleum Company, Bartlesville, 
Oklahoma. 

FREDERICK H. PATTERSON 
Rochester Gas and Electric Corporation, 
Rochester, New York, 

FREDERICK L. PATTON 
Wesco Waterpaints, Inc., East Boston, 
Massachusetts. 

JaMEs L. PEIRCE 
A. B. Dick Company, Chicago. 

U. D. PorRTER 
Levy Brothers Dry Goods Company, 
Houston, Texas. 

HERBERT H. Rapp 
Powdrell and Alexander, Inc., Danielson, 
Connecticut. 

FRANK P. Rossi 
The Sperry and Hutchinson Company, 
New York City. 

HENRY C. SCHMIELAU 
Universal Atlas Cement Company, New 
York City. 

WILLIAM SHERIDAN 
Anchor Hocking Glass Corporation, Lan- 
caster, Ohio. 

E. R. SHIELDS 
The Cracker Jack Company, Chicago. 

SELDEN L. STEBBINS 
Employers Reinsurance Corporation, Kan- 
sas City, Missouri. 

D. J. R. SUFFREDINI 
La France Industries, Philadelphia. 

Frep G. TUTTLE 
Goss Printing Press Company, Chicago. 


At a meeting of the Board of Directors 
of The Controllers Institute of America 
held December 1, 1941, the applicants 
named below were elected to active mem- 
bership in The Institute: 


Joun L. AuCH 
Pittsburgh Coal Company, Pittsburgh. 
WALTER BETZ 
Schick Incorporated, Stamford, Connecti- 
cut. 
FRANKLIN R. EHMANN 
The Hellwig Silk Dyeing Company, Phil- 
adel phia. 
THEODORE S. FALLER 
R. H. Macy & Company, Inc., New York 
City. 
Jos—EpH HAMILTON 
The Huber Manufacturing Company, 
Marion, Ohio. 
CLAYTON A. Hoover 
E. J. Lavino and Company, Philadelphia. 
RALPH V. HUNT 
Douglas Aircraft Company, Inc., Santa 
Monica, California. 
Epwarp W. JONES 
W. C. Hamilton & Sons, Miquon, Penn- 
sylvania. 
ERNEST KATz 
R. H. Macy & Company, Inc., New York 
City. 
RAYMOND F. Kopp 
Merritt-Chapman & Scott Corporation, 
New York City. 


H. B. KNERR 
Jacobs Aircraft Engine Company, Potts- 
town, Pennsylvania. 

R. C. MARKLE 
Carnegie-Illinois Steel Corporation, Pitts- 
burgh. 

CorNELIus A. MCALOON 
Chipman Chemical Company, Inc., Bound 
Brook, New Jersey. 

LEONARD R. Moore 
Defender Photo Supply Company, Inc., 
Rochester, New York. 

JosEPH J. OERTEL 
Celluloid Corporation, 
Jersey. 

PRESTON E. Pitts 
Cupples Company, St. Louis. 

J. W. RAHDE 
The Western Union Telegraph Company, 
New York City. 

Harry RENNER 
Philadelphia 
Philadelphia. 

RoGER H. RINGO 
Delco Radio Division—General Motors 
Corporation, Kokomo, Indiana. 

JOHN B. THURSTON 
The North American Company, New 
York City. 

D. T. WARE 
Arma Corporation, Brooklyn, New York. 

RUSSELL E. WELCH 
The United States Printing & Lithograph 
Company, Norwood, Ohio. 

PauL D. WOOLSLAGER 
Philadelphia Suburban Transportation 
Company, Upper Darby, Pennsylvania. 


Newark, New 


Transportation Company, 


MEETINGS OF CONTROLS 


BRIDGEPORT 


Topic: “FEDERAL TAXES 
ENT AND PROSPECTIVE” 

First meeting of the Bridgeport Control 
was held on December 3 at the Graduates 
Club, New Haven, Connecticut. 

Speaker of the evening was Mr. Walter 





PRES- 


A. Staub, of Lybrand, Ross Brothers & 
Montgomery, New York City, who led a 
discussion on “Federal Taxes—Present 
and Prospective.” 

Mr. Staub answered a number of spe- 
cific questions on tax problems which 
were submitted to him in advance of the 
meeting. 


CINCINNATI 


Topic: “ACCOUNTING PROBLEMS” 

A closed meeting of the Cincinnati Con- 
trol was held on November 11 in Hotel 
Sinton for round-table discussion of ac- 
counting and other questions submitted 
to the Committee on Technical Informa- 
tion and Research of The Controllers In- 
stitute of America, together with ques- 
tions submitted especially for this meet- 
ing. 

Discussion leaders included: Fred H. 
Allen, the American Laundry Machine 
Company; Carl Buse, Tool Steel Gear and 
Pinion Company; Maurice W. Griesbaum, 
The A. Nash Company; Claude W. Hupp, 
Hagedorn & Company; Robert Johnson, 
Union Central Life Insurance Company; 
L. O. Kiehborth, Black Clawson Com- 
pany; Ernest Mitchell, Cincinnati Gas & 
Electric Company; Kelly Siddall, Proctor 
& Gamble Company; and Frank Uhling, 
P. H. Davis Tailoring Company. 


CLEVELAND 


Topic: “THE DILEMMA OF THE 
AMERICAN FOREIGN POLICY” 

The November meeting of the Cleveland 
Control was held on November 18 in the 
Green Room of Hotel Cleveland. 

Speaker of the evening was Dean Wilbur 
W. White, Dean of the Graduate School, 
Western Reserve University, whose sub- 
ject was “The Dilemma of the American 
Foreign Policy.” 

Dean White is assistant director of The 
Foreign Affairs Council, and is considered 
the best speaker on foreign affairs in Cleve- 
land. 








MIDWESTERN SPRING CONFERENCE 
IN CINCINNATI 


The Midwestern Spring Conference of Controllers, under the direction 
of the Controllers Institute of America, will take place in 1942 in Cin- 
cinnatt, at a date to be announced, probably in April. 

The Cincinnati Control, of which Mr. Carl De Buck, of the Union Cen- 
tral Life Insurance Company, is president, voted at a recent meeting to 
undertake to arrange and conduct this Conference, in response to an invi1- 
tation which had been given to the officers of the Control during the Tenth 
Anniversary Meeting of The Institute in New York City. 

President De Buck will announce appointment of a Committee shortly, 


and the preliminary work will begin promptly. 
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CONNECTICUT 


Topic: “RAW MATERIAL PRIORI- 
TIES” 

The September meeting of the Connect- 
icut Control was held September 24, 
1941, in the University Club, Bridgeport. 

Mr. A. E. Diem, Assistant Controller of 
the Dictaphone Corporation, addressed 
the meeting on “Raw Material Priorities.” 


Helps for Controllers 


CONNECTICUT 


Topic: BOARD OF DIRECTORS 
MEETING 


At a meeting of the Board of Directors 
of the Connecticut Control, held Septem- 
ber 24, 1941, the following committees 
were appointed by President Harry F. 


Jopp: 





xcess Profits and Other 
Federal Taxes on 


Corporations 1941-42 


By ROBERT H. MONTGOMERY 


Answers your growing need for complete informa- 
tion, in one place and freed of all irrelevant matters, on 
the aspects of corporate taxation where most of your 
It concentrates particularly on 
straightening out the intricacies of the excess profits tax. 

No excess profits tax return should be filed, and no 
or intercompany transaction 
should be effected, without review of the unique inter- 


problems arise today. 


extraordinary, important, 


pretative counsel in this new volume. 


It considers effect of new provisions; explains changes 
in method of computing the tax; guides in election of 
options provided, in determining invested capital, base 
period earnings, qualifications for special relief, etc. It 
includes methods and rates for computing corporate 
normal income tax and surtax and preparation of returns; 


other taxes affecting corporations. 


ederal Taxes on 





High Authority; 
Practical Advice 


HE famous Montgomery 

tax books are standard 
equipment with thousands 
of organizations which use 
them year after year. 


Robert H. Montgomery 


is one of America’s well- 
known tax authorities. He 
is a Counsellor-at-Law; a 
Certified Public Account- 
ant; author of Auditing, 
of Federal Taz Practice, 
and, since 1917, of succes- 
sive editions of his Fed- 
eral Tax Books—the 1941- 
42 books are representa- 
tive of the 20th issue. 

The books are distinct; 
not paralleled or duplicated. 


$7.50 





Estates, Trusts, and Gifts 1941-42 


Also by MONTGOMERY—The complete, outstanding treatment in this field—the applica- 
tion of federal estate and gift taxes, and the income tax problems peculiar to estates and 
trusts. Brings up to date developments resulting from passage of the 1941 Revenue Act and 





Internal Auditing 


By VICTOR Z. BRINK, Ph.D., C.P.A. 

This is a working book, specific in its ap- 
proach. Just the thing for the man whose 
job it is to tighten control and improve 
performance of the accounts. Based on suc- 
cessful methods of representative companies 
it will guide in organizing and conducting 
an adequate internal auditing program and 
coordinating it with work of outside auditor. 

Emphasis is on practical considerations— 
determination of management needs and 
development of methods to fit them; use of 
working papers and manuals of instruc- 
tions; benefits to be expected and how to 
make sure they are secured. 


The Ronald Press Company 
15 East 26th St., New York, N. Y. 








from rulings and decisions of the past 
year incident to tax administration and to 
court review of contested questions. Affords 
foundation for minimizing taxes in plan- 
ning disposition of estates. 


Order Now, Mail This Coupon 


Prue RONALD PRESS COMPANY ™l 


Dept. M555, 15 E. 26th St., New York, N. Y. 
Please send us books as checked below: 
[] Excess Profits and Other Federal 
Taxes on Corporations........... $7.50 
[] Federal Taxes on Estates, Etc. . 7.50 
[] Internal Auditing, Brink ....... 4.50 


will send payment in full, plus delivery. 


Within 5 days after receiving books we | 
(We pay delivery if you remit with order.) i 
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Membership: J. T. Foerth, Chairman; 
R. R. Merkle, and A. J. Wieland. 

Program: Louis M. Nichols, Chairman; 
Arlo Wilson, and Marshall E. Hoyt. 


CONNECTICUT 


Topic: “FLEXIBLE BUDGETING FOR 
YEARS OF UNCERTAIN SALES 
VOLUME” 

The October meeting of the Connecti- 
cut Control was held at the University 
Club in Bridgeport on October 30. Mr. 
W. E. Couch, Assistant to the President 
of the General Electric Supply Corpora- 
tion of Bridgeport, addressed the meet- 
ing on ‘Flexible Budgeting for Years of 
Uncertain Sales Volume.” 


DAYTON 
Topic: “THE 1941 REVENUE ACT” 

The Dayton Control met on November 
13 for its regular monthly meeting in the 
Van Cleve Hotel. 

Speaker of the evening was Mr. Homer 
E. Snider, head of the tax department of 
the National Cash Register Company, who 
led a discussion on the Revenue Act of 
1941. 


DISTRICT OF COLUMBIA 


Topic: “ORGANIZATION AND PUR- 
POSES OF THE FEDERAL RE- 
SERVE SYSTEM” 


Regular monthly meeting of the District 
of Columbia Control was held October 28 
at the Carlton Hotel, Washington, D. C. 

Speaker of the evening was Mr. Bray 
Hammond, Chief of Publications and Cor- 
respondence, Federal Reserve Board, who 
addressed the members on the subject: “‘Or- 
ganization and Purposes of the Federal Re- 
serve System.’””’ Mr. Hammond’s talk was 
given in response to the requests of many 
of the Control’s members for a speaker who 
would really clarify the many ramifications 
of the country’s monetary system. 


DISTRICT OF COLUMBIA 


Topic: COMMITTEE CHAIRMAN AP- 
POINTMENTS 

At the October 28 meeting of the Dis- 
trict of Columbia Control, held at the Carl- 
ton Hotel, President O. H. Ritenour ap- 
pointed the following committee chairmen: 

John Davies, Attendance; Harold G. Hay- 
don, Membership; R. E. Heitmuller, Taxa- 
tion; W. R. Little, Publicity; L. J. Van 
Herpe, Program. 


KANSAS CITY 


Topic: “THE REVENUE ACT OF 
1941” 

The meeting of November 10, 1941, 
was devoted to a discussion of the Rev- 
enue Act of 1941, by J. Edwin Hanson, 
C.P.A. and tax consultant associated with 
a firm of public accountants. 

This subject brought forth the largest 
attendance of the year, which was well 
repaid by the very comprehensive and 
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informative talk which Mr. Hanson gave. 
In addition to covering all of the changes 
in income taxation brought about by the 
Revenue Act of 1941, Mr. Hanson gave a 
very much worth-while explanation of 
the possible effects of Section 534 of the 
Internal Revenue Code. 

The next meeting of the Control will 
be on December 8, 1941, when an open 
forum on office management problems will 
be held. 


LOS ANGELES 
Topic: THIRD ANNUAL ACCOUNT- 
ING INSTITUTE 


The Los Angeles Control was one of a 
number of local organizations sponsoring 
the Third Annual Accounting Institute 
which was held at The University of 
Southern California at Los Angeles on 
November 13. 

Control members participating in the 
Accounting Institute included: 

Mr. Elmer H. Tucker, Assistant Treas- 
urer, Farmers Automobile Inter-Insur- 
ance Exchange, who spoke at the round- 
table discussion on ‘Responsibilities of a 
Certified Public Accountant—The Con- 
tent and Purpose of His Report.” 

Mr. Rollin E. Ecke, Vice-President- 
Controller, Farmers Automobile Inter- 
Insurance Exchange, who was Chairman 
of the round-table on “Statistical Aids 
in the Interpretation of Accounting State- 
ments.” 

Mr. Clyde Warne, Controller, Califor- 
nia Consumers Corporation (President of 
Los Angeles Control), who was Chair- 
man of the round-table on “Budgeting 
Procedures With Special Reference to 
Eleemosynary Institutions,” and a mem- 
ber of the Committee on Arrangements. 

Mr. Louis A. Williford, MacMillan Pe- 
troleum Corporation, who was Chairman 
of the round-table on ‘Problems and 
Prospects in Federal Taxation.” 

Mr. Alfred Henry, Controller of the 
May Company, who was Chairman of the 
round-table on “Preparing Cost Informa- 
tion for the Executive.” 

Mr. D. S. Jeppson, C.P.A., Controller, 
Lane-Wells Corporation, who was a 
speaker at the round-table on ‘“Develop- 
ment Expense As an Intangible Asset.” 

Mr. Herbert T. Short, Controller, Be- 
kins Van and Storage Company (Past 
President of Los Angeles Control), who 
was Chairman of the Dinner Meeting. 


MILWAUKEE 
Topic: “PERSONNEL RELATIONS” 

The October meeting of the Milwaukee 
Control was held October 14 at the Uni- 
versity Club. 

Mr. Nathan W. Shefferman, of Sears, 
Roebuck & Company, Chicago, addressed 
the meeting on the subject of ‘Personnel 
Relations,” 


MILWAUKEE 
Topic: “INCOME TAXES” 
Regular monthly meeting of the Mil- 


waukee Control was held on November 
11 at the University Club. 

Mr. George D. Spohn, Partner of 
Lecher, Michael, Whyte & Spohn, At- 
torneys, addressed the group on the sub- 
ject of “Income Taxes.” Mr. Spohn be- 
came a member of the Bar in 1922 after 
graduating from the University of Wis- 
consin, was recognized as a Certified Pub- 
lic Accountant in 1927 (Wisconsin), and 
was employed by the Wisconsin Tax Com- 
mission, Income Tax Division, from 1920 
to 1927, and as Inheritance Tax Counsel 
from 1927 to 1931. He began to practice 
law in 1931. 


NEW ENGLAND 
Topic: “WORK OF THE SECURITIES 
AND EXCHANGE COMMISSION 
IN ITS RELATION TO PRACTICES 
OF ACCOUNTING” 

The New England Control held its reg- 
ular monthly meeting on November 12 at 
the Boston City Club. 

Speaker of the evening was Mr. Car- 
man G. Blough of the Securities and Ex- 
change Commission, who addressed the 
assemblage on “The Work of the Securi- 
ties and Exchange Commission in its Re- 
lation to the Practices of Accounting.” 


NEW ENGLAND 
Topic: “ACCELERATED DEPRECIA- 
TION” 


The New England Control met for the 
second time in November at Worcester, 
Massachusetts, on November 18 to hear 
an address on “Accelerated Depreciation,” 
which was made by Mr. A. B. Hossack, 
Vice-President, The American Appraisal 
Company. 


NEW YORK CITY 


Topic: “BUSINESS FORECASTING 
FOR 1942” 

The New York City Control met on 
November 13 in Hotel Shelton to hear Mr. 
Murray Shields, Economist, Irving Trust 
Company, discuss ‘Business Forecasting for 
1942.” 

Mr. Shields stated that, after deduction 
of funds paid to the government through 
taxes and the purchase of defense securities, 
consumers’ incomes in 1942 will probably 
buy a smaller quantity of goods than in 
1941. 

“While the national income will prob- 
ably increase substantially in fiscal 1942, 
the amount transferred to government use 
is likely to be about two-thirds higher than 
it was in 1941,” stated Mr. Shields, “and 
the government ‘take’ may amount to as 
much as 30 per cent. of the national in- 
come, as compared with 22 per cent. last 
year.” 

“The amount in current dollars retained 
by consumers for use in purchasing goods 
for their own use is expected to be about 
equal to what it was in the preceding year 
despite the fact that more people will be at 
work than ever before and aggregate in- 
come—before taxes—will be at new all- 
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time highs,” said Mr. Shields. But, he 
pointed out, “moderately rising prices will 
reduce the quantity of goods which the re- 
tained incomes will buy.” 

“While this means less real purchasing 
power for the consumers goods industries,” 
Mr. Shields stated, “it should be viewed as 
a most encouraging development, for only 
by diverting purchasing power from con- 
sumers to the government can commodity 
prices be held in check when the nation is 
building in double-quick time the greatest 
defense machine the world has ever seen.” 

“Business will be faced with the neces- 
sity of adjusting what is left of its peace- 
time volume to a significant shift in the 
distribution of income. Purchasing power 
in the low income brackets is being inflated 
because workers are getting overtime, wages 
are being increased, more wage earners per 
family are finding work, and farm prices 
and subsidies are both rising. But taxes are 
going to carve off a large part of the in- 
come received by people in the middle and 
upper income brackets and the deflation of 
— incomes in the aggregate may be vio- 
ent. 

“While the readjustment to defense needs 
will require phenomenal expansion in cer- 
tain industries and violent contraction of 
activity in others, the year 1942 will prob- 
ably be recorded in our economic history as 
a period of remarkable accomplishment in 
the production of goods necessary for de- 
fense.” 


PHILADELPHIA 
Topic: “THE NATIONAL DEFENSE 
PROGRAM” 

Regular monthly dinner meeting of the 
Philadelphia Control was held November 
6 at the Penn Athletic Club. 

Following a showing of the American 
Red Cross film, “Marching With Old 
Glory,” the meeting was addressed by Mr. 
Robert R. Nathan, who spoke on America’s 
preparation for defense. 

Mr. Nathan, who spoke at the Tenth An- 
niversary Luncheon of the Controllers In- 
stitute of America in New York City, is 
Acting Chief of the Bureau of Research and 
Statistics, Office of Production Manage- 
ment. 

A graduate of the Wharton School of 
Commerce, class of 1931, where he received 
both his B.S. and M.A. degrees, Mr. 
Nathan has had conferred upon him the 
degree of L.L.B. by Georgetown Univer- 
sity. He was chosen one of the ten out- 
standing young men of the United States 
for the year 1940 by the Junior Chamber 
of Commerce, and was formerly chief of the 
National Income Division, Bureau of For- 





CORPORATION INCOME TAX 
AT A GLANCE 

For Quick Planning and Reference 
Charts prepared by Certified Public Ac- 
countants showing taxes on profits to 
$500,000.00 and 300% of excess profits 
credit. Complete set $2.00. Balch, Funk & 
Co., 16 South Broad St., Philadelphia, Pa. 
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eign and Domestic Commerce, Department 
of Commerce. He has contributed to the 
Encyclopedia Brittanica Year Book and to 
the present edition of the Brittanica on the 
subject of National Debts, and to the Inter- 
national Labor Review, League of Nations, 
Geneva, on Unemployment Estimates. 


PITTSBURGH 
Topic: “ALUMINUM IN NATIONAL 

DEFENSE” 
Members of the Pittsburgh Control held 


their regular monthly meeting on October 
27 in the Assembly Room of the Fort Pitt 
Hotel. 

Mr. P. J. Urquhart, Vice-President of 
the Aluminum Company of America, in- 
troduced the speaker of the evening, Dr. 
Paul V. Faragher, of the metallurgical staff 
of ALCOA, who spoke on “Aluminum— 
Its Production and Manufacture.” 

Dr. Faragher, graduate (A.B.) of the 
University of Kansas and (Ph.D.) Massa- 
chusetts Institute of Technology, illustrated 
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his talk with motion pictures of the pro- 
duction of aluminum and fabrication into 
the various forms required by builders of 
airplanes, ships, tanks, and other defense 
products. 


PITTSBURGH 


Topic: “CORPORATE TAXES UN- 
DER THE 1941 REVENUE ACT” 


The November meeting of the Pitts- 
burgh Control was held at Fort Pitt Hotel 
on November 19 in collaboration with 
local accounting organizations. 

Speaker of the evening was Mr. Paul 
D. Seghers, who addressed the members 
on “Corporate Taxes Under the 1941 Rev- 
enue Act.” 

Mr. Seghers dealt with the important 
corporate tax problems relating to pro- 
visions enacted prior to 1941 as well as 
the provisions of the new 1941 Act. He 
is the author of many tax articles and is 
founder and president of the Federal Tax 
Forum, a New York City group, as well 
as being a member of the New York 
State Society of Certified Public Account- 
ants, the American Institute of Account- 
ants, and other technical societies. 

Mr. Seghers had three years experience 
as Technical Staff Travel Unit Auditor 
with the Treasury Department examining 
consolidated income and excess-profits tax 
returns from large corporations. He later 
became associated with Barrow, Wade, 
Guthrie and Company, a relationship 
which has continued to the present day 
with an interruption of one year when 
he was an associate editor with the Pren- 
tice-Hall Federal Tax Service. 


ROCHESTER CONTROL 
Topic: PRIORITIES 


The October dinner meeting of the Roch- 
ester Control was held at the Rochester 
Club, Wednesday evening, October 29, 
1941. There were sixteen members and ten 
guests in attendance. 

Mr. J. E. Hansen, Director of Purchases 
of the Bausch & Lomb Optical Company 
was the speaker of the evening. Mr. Han- 
sen has been for many months in close per- 
sonal touch with priorities and Washington 
for Bausch & Lomb. Prior to this period he 
served business in many capacities such as 
negotiating reciprocal contracts between East 
and West Railroads; Truck Sales Manager, 
also Liaison Division, World War Material 
Contracts, Packard Motor Corporation; Na- 
tional Sales Corporation, General Manager 
—Cars & Trucks to Corporations and Gov- 
ernment plus subsequent ownership of his 
own automotive distributing business. He 
gave to the meeting the benefit of his wide 
knowledge and experience of working with 
the government on priorities. 

After Mr. Hansen finished his remarks, a 
round-table discussion was had whereby 
each one present was given the opportunity 
to ask questions or give his experience with 
priorities. 


ST. LOUIS 
Topic: “COMMERCIAL RESEARCH” 
The November meeting of the St. Louis 
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Control was held on November 24 at the 
Missouri Athletic Club. 

Mr. Roy W. Longstreet, Manager of 
the Commercial Research Department of 
Ralston Purina Company, addressed the 
members on: “Commercial Research.” 

Mr. Longstreet discussed the various 
phases of work done by his department, 
explaining forecasting methods, pricing 
technique, methods of obtaining sales po- 
tentialities, and the like. 


ST. LOUIS 


Topic: “IMPACTS OF THE DEFENSE 
PROGRAM ON BUSINESS” 

“OUTLOOK FOR POST-WAR BUSI- 
NESS” 


The October meeting of the St. Louis 
Control was held at the Missouri Athletic 
Club on October 27. Dr. Charles F. Roos, 
President of the Institute of Applied Econo- 
metrics, addressed the members on “Im- 
pacts of the Defense Program on Business” 
and “Outlook for Post-War Business.”’ 

Dr. Roos, one of the leading economists 
of the country, was formerly Executive- 
Secretary of the American Association for 
Advancement of Science, and is now Con- 
sulting Economist for General Motors, 
Westinghouse Electric and other firms, as 
well as for several government agencies. 
Following his talk in St. Louis, Dr. Roos 
traveled to Chicago to speak to the Chi- 
cago Control on October 28. 


SAN FRANCISCO 


JOINT LUNCHEON 


A joint luncheon of members of the 
San Francisco Control and members of 
the American Petroleum Institute was 
held on November 4 at the Sir Francis 
Drake Hotel. 


SAN FRANCISCO 


Topic: “PRIORITIES PROBLEMS” 


The regular monthly meeting of the San 
Francisco Control was held on October 23rd 
at the St. Francis Hotel. 

President Eggert announced the appoint- 
ment of Mr. C. C. Gibson as Vice Presi- 
dent of the Controllers Institute of America. 
The meeting was then turned over to the 
speaker of the evening, Mr. A. Myers, As- 
sistant to Mr. Andrew J. Kerr, District 
Manager of the OPM Priorities Division. 
The speaker was introduced by Mr. Owen 
T. Jones, Chairman of the Program Com- 
mittee. Mr. Myers’ talk developed into a 
series of questions and answers dealing di- 
rectly with the subject: ‘Priorities Prob- 
lems.” 

President Eggert, after a vote of thanks 
had been given to the speaker, invited mem- 
bers Cloyd Dawson and S. J. Edenholm to 
give a brief report of their attendance at 
the State-wide Convention of the State 
Chamber of Commerce in Oakland, with 
Particular reference to Federal proposals for 
alterations in the present social security laws 
and the growing complications of Califor- 
nia’s Unemployment Insurance problem. 





SYRACUSE 


Topic: COMMITTEE APPOINT- 
MENTS 


President H. L. Balme of the Syracuse 
Control has appointed the following Con- 
trol committees for the fiscal year 1941- 
1942: 


Admissions—Chairman, G. K. Chrismer, 
J. R. Tuttle, F. J. Bowen. 

Auditing—Chairman, K. M. Haendle, J. 
K. Hill. 

Nominating—Chairman, D. K. VanCleef, 
R. M. Wilder, F. E. Hoyt. 

Program—Chairman, A. M. Woonton, J. 
A. Williams, C. M. Lussier. 

Publicity—P. B. Murphy. 
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SYRACUSE 
Topic: “INTERNAL CONTROL” 


The regular November meeting of the 
Syracuse Control was held on November 
18 at the Industrial Club. 

Speaker of the evening was Mr. H. F. 
Jones, Manager of the Rochester office of 
Ernst and Ernst, public accountants, who 
addressed the members on “Internal Con- 
trol.” 


TWIN CITIES 


Topic: “THE REVENUE ACT OF 
1941” 

The second meeting of the 1941-1942 
season was held by the Twin Cities Con- 
trol on November 4 at the St. Paul Ath- 
letic Club. 

The meeting was held jointly with the 
Twin Cities Controllers Association, and 
was addressed by Mr. V. A. Lufi of Min- 
neapolis, C.P.A. and tax consultant, who 
spoke on “The Revenue Act of 1941.” 


BALTIMORE 
Topic: “WAGE AND HOUR LAW” 

Regular monthly meeting of the Balti- 
more Control was held on November 12 
at the Lord Baltimore Hotel. 

Mr. Leo H. McCormick, Director of 
the Maryland office of the Wage and 
Hour Division of the United States De- 
partment of Labor, addressed the meeting 
on “The Wage and Hour Law.” Mr. Bern- 
ard S. Needle, attorney for the Wage and 
Hour Division, was also present to answer 
questions posed by members. 


BUFFALO 
Topic: “DEFENSE ACCOUNTING” 
The Buffalo Control held its Novem- 
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ber meeting in the Park Lane Hotel on 
November 4. 

A discussion on “Defense Accounting” 
was led by Mr. Joseph P. Healey, Con- 
troller of the Curtiss-Wright Company. 


PERSONAL NOTES 


The Dime Savings Bank of Brooklyn an- 
nounced in October the appointment of 
Mr. George N. Mauger to the post of con- 
troller. Mr. Mauger, a member of the Con- 
trollers Institute of America, was formerly 
assistant controller of the bank. 

Announcement was made late in August 
of the appointment of Mr. Leroy V. Porter 
as vice-president of the New York Central 
System, effective at once. 

Mr. Porter succeeded Mr. W. C. Wishart 
as vice-president. Mr. Wishart retired as 
of the end of August. 

Mr. Porter was formerly assistant vice- 
president and comptroller of the company. 
He will retain his post as comptroller while 
serving as vice-president. 

Mr. Porter was among the first controllers 
to appreciate the benefits and possibilities 
inherent in an organization of controllers, 
such as the Controllers Institute of Amer- 
ica. He was elected to membership on 
June 6, 1932, and has certificate number 66. 
He served as a member of the national 
Board of Directors of The Institute for sev- 
eral years, and also as chairman of the 
Executive Committee for one year. He also 
has been active as a member of several of 
the more important committees of The In- 
stitute and has devoted considerable time 
to its affairs. 

Mr. John H. MacDonald, Assistant Treas- 
urer of the National Broadcasting Company, 
and Mr. Walter B. Gerould, Secretary and 
Treasurer of A. G. Spaulding Brothers, Chic- 
opee, Mass., both members of the Control- 
lers Institute, were on a panel of five execu- 
tives selected to answer questions on “‘Bol- 
stering Office Workers’ Morale’ at the 





EASY WAY TO MAKE 
50 CENTS 
A reader of “The Controller’ 


is anxious to complete a file of | 
| copies of the magazine and is short | 
| these copies: May 1934, February | 
1936, September 1937, and May 
1939. 
| The publishers of the magazine 
| are unable to supply these copies 
| and will be glad to receive any or 
| all of these copies from members 
_ of The Controllers Institute, or | 
other readers of the magazine who | 
will be willing to part with them 
at the regular rate of $.50 a copy. | 
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October 22 dinner session of the Annual 
Office Management Conference of the 
American Management Association, held in 
the Pennsylvania Hotel, New York City. 
The conference, attended by nearly 300, 
was held to discuss means of promoting of- 
fice morale, so as to counteract the draining 
of companys’ clerical help by defense indus- 
tries and governmental work. Others on the 
panel included: Chairman C. L. Stivers, 
Office Manager, Jewel Tea Company; R. D. 
Gracey, Personnel Manager, Price, Water- 
house & Company; L. A. Griffin, General 
Office Manager, Johns-Manville Corpora- 
tion; and William H. Miller, Manager, Per- 
sonnel Department, Bankers Trust Com- 


pany. 


EMPLOYMENT 


Controller Position Open 


Position of Controller is open in steel 
fabricating plant employing between 500 
and 600 people. Age requirement: be- 
tween 30 and 38; experience: industrial 
accounting background, combined with 
executive ability, character, personality, 
and high mentality. Someone more than 
a good technical accountant wanted, who 
can use this job as a stepping stone to 
official responsibilities. Salary: $5,000 to 
$6,000. 


Controller 


Member of Controllers Institute, imme- 
diately available for position with good 
possibilities. Over twelve years’ experti- 
ence in department store field as Controller 
and General Auditor. Has also had public 
accounting experience. Well versed in re- 
tail accounting, budgeting, taxes, and so on. 
Would consider position as Assistant Con- 
troller. Willing to locate in any part of 
the United States. Moderate salary require- 
ment. Age 35, married, one child. Box 
134, “The Controller.” 


Controller-Treasurer 


A member of the Controllers Institute 
and of the American Institute of Account- 
ants, a Certified Public Accountant of 
New York, desires new connection. For 
the past year Assistant Treasurer and Chief 
Accountant of corporation manufacturing 
armament for national defense. Experienced 
with Government contracts and subcontrac- 
tors’ accounts. Has handled large disburse- 
ments; engaged and supervised office per- 
sonnel. Formerly Controller of machinery 
manufacturing company, in charge of gen- 
eral and cost accounts, statistical depart- 
ment, inventory records, office and factory 
payrolls. Long experience with nationally 
known certified public accounting firms, and 
in own practice. Thoroughly experienced 
in cost accounting and system work, and 
in preparation of financial statements, budg- 
ets and tax returns. A tactful and vigorous 
executive who gets results. American of 
Scotch-Irish descent. References of the 
highest type. Address No. 300 “The Con- 
troller.” 
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Controller-Treasurer 


Capable executive, 35; personality; 
broad practical knowledge finance, factor- 
ing, textiles, manufacturing; administra- 
tive problems, budgets, systems, taxes; 
excellent connections largest banks. Ad- 
dress No. 340, ‘The Controller.” 


Controller 
Experienced controller and financial of- 
ficer who is a C.P.A. with 10 years of 
public accounting training and twelve 
years of industrial background desires 
connection as assistant to chief executive 
and/or as a controller or treasurer. Most 
recent employment was for four and one 
half years in Aircraft; trained in govern- 
ment contracts and related matters. Mem- 
ber Controllers Institute of America and 
Associate member of American Institute 
of Accountants. Available immediately to 
go anywhere opportunity affords. Write 

“The Controller,” Box 332. 


Controller, Treasurer, Executive Assistant 


A member of The Institute, 38 years of 
age, is available immediately due to his 
recent resignation as controller of a large 
manufacturing company because of a re- 
organization (family interest). He has 
had fifteen years of experience with large 
manufacturing firms in the academic and 
practical application of financial and cost 
accounting, budgetary control, systems 
and procedures, financing of installment 
sales, cost and profit analysis, industrial 
efficiency, and cost reduction methods— 
the ultimate purpose being to expedite 
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manufacturing operation on a profitable 
basis. College trained in accounting, mar- 
ried, six feet in height, best of references. 
Address No. 376 “The Controller.” 


Office Management Engineer 
for Navy Department 

Navy Department wants office manage- 
ment engineer between 35 and 45 years of 
age, preferably married, an American, edu- 
cation along engineering and/or business 
administration lines and have ten or more 
years of business experience as engineer, 
accountant, or office manager, with wide 
administrative and organizational experi- 
ence and ability. He must have considerable 
persuasive ability to obtain results without 
creating antagonism. For particulars ad- 
dress “The Controller.” 


Control “Redbook” 

The Buffalo Control has had printed a 
number of Control “Redbooks,” size 41/, 
by 234 inches, containing the program for 
the year, dates of meetings, list of officers 
and directors of the Control, Committees, 
and the name, address, and telephone 
number of each member of the Control. 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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To Managing Director 
CONTROLLERS INSTITUTE OF AMERICA: 

Last spring when I first learned of the 
Controllers Institute and was approached 
regarding membership I thought it was just 
another organization but since becoming a 
member and attending meetings of the Kan- 
sas City Control, I have become very much 
interested because of the high standards 
for membership. 

I look forward to the opportunity of 
meeting you, perhaps at one of the future 
conventions. 

H. E. MALMFELDT 
Price Candy Company 


To Mr. John A. Donaldson, President 


CONTROLLERS INSTITUTE OF AMERICA: 
The news of my election to active mem- 
bership in the Controllers Institute of Amer- 
ica is particularly welcome in view of the 
fact that I have always thought of The In- 
stitute membership as being of the highest 
caliber and one with which I should be 
honored to be associated. I can assure you 
that I look forward with great pleasure to 
participation in the meetings and activities 
of the organization. 
JAMES L. PEIRCE 
A. B. Dick Company 
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A, 
Abercrombie, Lee R. 
San Francisco Control Discussion 
“Accountants’ Certificates, SEC ‘Corrects Cer- 
tain Defects in’”’ 
“Accountant, What Makes, Professional’ 
“Accounting Expansion in Defense Industries” 
by Dudley E. Browne 
“Accounting for Physical Property in Manufac- 
turing Plants” 
by I. D. Dawes 
“Accounting for Sales of By-Products Dis- 
cussed in Lively Fashion” 
Committee on Technical 
and Research 
“Accounting Procedure in Barter Transaction 
To Record Demonstrable Loss, Not Unreal- 
ized Profit” 
by Committee on Cooperation with the 
Securities and Exchange Commission 
“Accounting Responsibilities’’ 
by Maurice E. Peloubet 
“Accounting Review” 
Ackerman, Carl 
“Adventures in Business” 
by Allen U. Hunt 
Alderson, Wroe 
“Market Surveys and Market Manage- 
ment” 
Allen, J. F. 
Cincinnati Control Discussion 
Alvord, Ellsworth C. 
“Analysis of Excess Profits Tax Act” 
“American Business, The Stake of, in World 
Affairs” 
by E. Leuenberger 
“Amortization, Just What Has Been Done in 
Field of Contracts, Purchasing” 
by H. F. Taggart 
“Analysis of Excess Profits Tax Act” 
by Ellsworth C. Alvord 
Anderson, D. R. 
Andrews, Stephen B. 
“Annual Report, Streamlined, 
Issued by New York State Controller” 
“Application for Necessity Certificate Must 
Supply Multitudinous Details” 
by F. E. Burnham 
Armstrong, Kenneth E. 
“Assessment on Idle Capital by Federal Gov- 
ernment Advocated”’ 
by N. P. Zech 
Atwood, Joel H. 
“Uses of Pension Trust in Handling 
Retirement Problems” 
“Audit Should Have No Inflexible Specifica- 
tions, Post Mortem” 
by Henry C. Perry 
“Auditor and Controller, Difference Between” 


Information 


B. 
“Balance Sheet Items, Simple Headings for’ 
“Balance Sheet, Whose Is It?” 
by Victor H. Stempf 
~ Records, Minimum Retainment Periods 
or 
by Chicago Conference of Bank Auditors 
and Comptrollers 
“Barter Transaction, Accounting Procedure in, 
to Record Demonstrable Loss, Not Unreal- 
ized Profit’ 
by Committee on Cooperation with Se- 
curities and Exchange Commission 
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Benson, George E. 
San Francisco Control Discussion 
Bigge, George 
Boal, H. W. 
Cincinnati Control Discussion 
“Bonuses, Five Methods of Paying, To Factory 
Foremen, for Efficiency” 
by Committee on Technical Information 
and Research 
BOOKS REVIEWED 
“Air Mail Payment and the Government”’ 
by F. A. Spencer 
“America’s Factories” 
by Public Affairs Committee 
“Adventures in Business” 
by Allen U. Hunt 
“Auditing Theory and Practise” 
by Robert H. Montgomery 
“The Balance Sheet of the Future” 
by Roy A. Foulke 
“Banking Facilities for Bankless Towns” 
by S. D. Southworth 
“The Bell Telephone System” 
by Arthur W. Page 
“Bookkeeping-Accounting Examinations” 
by Leo A. Schmidt 
“Case Studies in Distribution Cost Account- 
ing for Manufacturing and Wholesal- 
in 
by. Federal Trade Commission 
“CCH Federal Tax Course” 
by George T. Altman 
“Corporate Dividends” 
by Donald Kehl 
“Corporate Financial Statements—Proceed- 
ings of The Accounting Institute, 1940” 
by Roy B. Kester and Howell A. 
Inghram 
“1940 Departmental Merchandising and 
Operating Results”’ 
by H. I. Kleinhaus 
“Dismissal Compensation”’ , 
by Everett D. Hawkins 
“Distribution Cost Analysis’ 
by Donald R. Longman 
“Economic Implications of Public Utility 
Holding Company Operations” 
by Merwin H. Waterman 
“The Federal Budget System in Operation” 
by E. E. Naylor 
“Federal Tax Handbook, 1940-1941” 
by Robert H. Montgomery, C.P.A. 
“Financial Statements: What They Mean” 
by American Institute of Accountants 
“Guns, Planes and Your Pocketbook” 
by Rolf Nugent 
‘How To Select and Direct the Office Staff” 
by Edward A. Richards and Edward 
B. Rubin 
“Industrial Health: Asset or Liability” 
by C. O. Sappington 
“Instalment Selling—Pros and Cons” 
by William Trufant Foster 
“Internal Auditing, Its Nature and Function 
and Methods of Procedure” 
by Victor Z. Brink 
“Internal Check and Control for Small 
Companies” 
by M. E. Murphy 
“The International Gold Standard Reinter- 
preted:”” 1914-1934 
by William Adams Brown, Jr. 
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“Labor Laws—Federal and Conscription, 
Land and Regulation’”’ 
“Liquidity and Instability” 
by Courtney C. Brown 
“The Managerial Revolution” 
by James Burnham 
“Middle Management—The Job of the Jun- 
ior Administrator’ 
by M. C. H. Niles 
“Municipal Accounting Forty Years After’ 
by Thomas H. Reed 
“Municipal Accounting Statements” 
by National Committee on Municipal 
Accounting 
“New York Laws Affecting Business Cor- 
porations”’ 
by United States Corporation Co. 
“The Organization and Functioning of 
Branch Banking in England and Wales” 
by Maurice Megrah 
“The Output of Manufacturing Industries: 
1899-1937” 
by Solomon Fabricant 
“The Presidents and Civil Disorder’ 
by B. M. Rich 
“Production and Distribution Theories, The 
Formative Period” 
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To the 


Executive.. 
‘a \ handicapped 


Gee 


Are you handicapped in making vital de- 
cisions because essential figure facts are late 
in arriving at your desk? 

If your organization is struggling against a 
rising tide of accounting detail, why not avail 
yourself of the help offered by Underwood 
Elliott Fisher's nation-wide staff of machine 
accounting specialists. Underwood Elliott 
Fisher not only makes three complete lines 
of accounting machines with a model for 
practically every accounting purpose but also 
maintains a staff that is trained to help you 
apply the right machine to your problem. 


The famous Elliott Fisher Electric 
Keyboard Accounting Machinewith 
the exclusive flat-writing surface. 
Adaptable because of its great flexi- 
bility to any business. Eliminates 
manual handling of carbons. 
Performs many related oper- 

ations at a single typing. 











Underwood Elliott Fisher 


ACCOUNTING MACHINES 





ms 0 Oy Late 
Oe figure Facts! 


In busy government departments and in 
bustling defense industries, Underwood 
Elliott Fisher accounting machines are dem- 
onstrating their ability to handle practically 
every phase of accounting work at a tremen- 
dous saving of time, effort and money. 
There’s no reason why your business should 
not profit from them too. Telephone our 
nearest Branch or write direct to head- 
quarters today. 


UNDERWOOD ELLIOTT FISHER COMPANY 
One Park Avenue, New York, N. Y. 


Sales and Service Everywhere 


Copyright 1941, Underwood Elliott Fisher Company 























WE STRIVE TO BUILD 
THE WORLD’S BEST 
ADDING MACHINES 


AND OUR USERS 
BELIEVE WE DO 


ALLEN @ WALES 


ADDING MACHINE CORPORATION 


444 Madison Avenue, New York, N. Y. 


' SALES AND SERVICE IN 400 AMERICAN CITIES AND IN 40 FOREIGN COUNTRIES 


